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This new optional 
service, now being 
worked out by the 


C & 0, should be 
available in January. 


Ww: should the business of 
arranging a train trip be sucha 
nuisance? Why should the traveler be 


put toa lot of trouble? Why shouldn’t 
the railroad take the trouble? 


Why should you have to stand ina 
ticket line, or send someone, often 
days in advance of your journey, just 
to get your tickets? 


Why shouldn’t you be able to 
reserve space by telephone, go right 
to your place on the train, then 
simply pay for your ticket en route? 


The Chesapeake & Ohio asked itself 
these questions—and came up with 
the answer: “‘Pay as you go—on the 
C & O.” Under this new plan you'll 


Coming Soon on the Chesapeake & Ohio 


“PAY AS YOU GO” 
TRAIN TRAVEL 

















NO NEED TO STAND IN LINE AT 
TICKET WINDOWS -JUST RESERVE A 
COACH SEAT OR PULLMAN SPACE* 


BY PHONE. 














be able to phone in advance for either 
a coach seat or Pullman _ space.* 
You'll go straight to the train, take 
your reserved space, and pay for 
your ticket there or you can use the 
new C & O credit card which is now 
being planned. 


Detailed 
new service are at present being 


arrangements for this 


worked out. The C & O is seeking the 
help of other organizations whose 
co-operation is needed. It is hoped 
and believed that you can ‘‘Pay as 
you go—on the C & O”’ in January. 











THEN PAY FOR YOURTICKET AFTER 
YOU BOARD THE TRAIN OR USE 
THE NEW C&O CREDIT CARD. 





) 





Vatch for the announcement. Plan 
to use this service in the territory 
served by the Chesapeake & Ohio. It 
will make the planning of your trips 
much quicker and simpler, and cost 
nothing extra. It will be the latest— 
but not the last—of many services 
rendered by the Chesapeake & Ohio 
to make rail travel more sensible and 
more enjoyable. 


* A credit card will be necessary to hold 
Pullman space reserved by phone unless, of 
course, you want to buy your ticket in 
advance, for Pullman space carries a penalty 
if not used or properly canceled. 


PAY AS YOU GO - ON THE C&O 


The Chesapeake & Ohio Railway, Terminal Tower, Cleveland 1, Ohio 
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International Petroleum 
Company, Limited 





Notice to Shareholders and the 
Holders of Share Warrants 





Notice is hereby given that a semi-annual 
dividend of 25 cents per share in Canadian 
Currency has been declared and that such divi- 
dend will be payable on or after December 2nd, 
1946 in respect of the outstanding shares of the 
Company. 

The said dividend in respect of shares speci- 
fied in any Bearer Share Warrant of the Com- 
pany of the 1929 issue will be paid upon pre- 
sentation and delivery of Coupon No. 66 at: 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch, 
Toronto, Canada. 

The said dividend will be paid by cheque 
mailed from the offices of the Company on 
November 30th, 1946 to Shareholders of record 
at the close of business on November 15th, 1946 
and whose shares are represented by Registered 
Certificates of the 1929 issue. 

The transfer books of the Company will be 
closed from November 16th to December 2nd, 
1946, inclusive, and no Bearer Share Warrants 
will be “‘split’? during that period. 

Shareholders resident in the United States are 
advised that a credit for the 15% Canadian tax 
withheld at source or deducted upon payment of 
coupons is allowable against the tax shown on 
their United States Federal Income tax return. 
In order to claim such credit the United States 
tax authorities require evidence of the deduction 
of said tax, for which purpose Ownership Cer- 
tificates (Form No. 601) must be completed in 
duplicate and the Bank cashing the coupons will 
endorse both copies with a certificate relative 
to the deduction and payment of the tax and re- 
turn one Certificate to the shareholder. If Forms 
No. 601 are not available at local United States 
banks, they can be secured from the Company’s 
office or the Royal Bank of Canada, Toronto. 

Subject to Canadian regulations affecting 
enemy aliens, non-residents of Canada may con- 
vert this dividend at current Canadian Foreign 
Exchange Control rates into U.S. Currency or 
such other foreign currencies as are permitted 
by the general regulations of the Canadian 
Foreign Exchange Control Board. Such con- 
version can be effected only through an Author- 
ized Dealer, i.e., a Canadian branch of any 
Canadian chartered bank. The agency of the 
Royal Bank of Canada, 68 William Street, New 
York City, is prepared to accept dividend cheques 
or coupons for collection through an Authorized 
Dealer and conversion into any permitted foreign 
currency, 

By order of the Board. 
Cc. H. MULLINGER, 
Secretary. 
434 University Avenue, Toronto 2, Canada 
4th November, 1946 











Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


Notice 1s hereby given that the Board 
of Directors of Safeway Stores, Incor- 
porated, on October 28, 1946, declared 
quarterly dividends of 25c per share on 
the Company’s $5 Par Value Common 
Stock payable December 17, 1946, to 
holders of such stock of record at the 
close of business December 4, 1946, 
and $1.25 per share on the Company’s 
5% Preferred Stock, payable January 1, 
1947, to holders of such stock of 
record at the close of business Decem- 
ber 4, 1946. 

MILTON L. SELBY, Secretary. 
October 28, 1946. 














PFEIFFER BREWING COMPANY 
3740 Bellevue, Detroit 7, Michigan 
Dividend #36 
The Board of Directors of Pfeiffer Brewing Com- 
pany, Detroit, announced today the declaration of 





dividend No. 36, consisting of twenty-five cents per 
share for the fourth quarter plus a year-end special 
dividend of twenty-five cents, a total of fifty cents 
per share, payable Dec. 23, 1946 to stockholders of 
record at the close of business December 6, 1946. 


M. A. YOCKEY, Secretary and Treasurer 
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Distillers Rebuild War-Depleted Inventories 


Precious stocks of straight whiskey are tiered 
in producers’ warehouses for a four year term 
before they can be released for consumption. 
Only after adequate aging will the contents 
of the barrels be released for bottling in 


bond, with labels and the Government seal 
attached. Or more importantly, a portion of 
the prized brands will be mixed with pure 
essential spirits to produce the popular blends 
displayed on retailers’ shelves. 
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The Trend of Events 


SHOWDOWN WITH MR. LEWIS — The greatest 
threat to our whole recovery program since the strike 
epidemic last Spring has just been precipitated by 
John L. Lewis. If his latest coup against the Gov- 
ernment and the public is permitted to succeed, 
there is no way of predicting how great a period of 
industrial chaos might ensue, for this latest action 
has dangerous ramifications. One such ramification 
is the fact that our economy rests upon coal—rail- 
roads, utilities, industrial plants, residential heating. 
By striking at this very vulnerable spot, Mr. Lewis 
is theatening the entire business structure. All 
this comes at a time when the reconversion program 
has not yet recovered from the round of adversity 
it suffered earlier this year. One result of that 
period of tribulation is that coal stocks are far from 
adequate for any protracted strike, so that any re- 
newed crisis would find American industry vulnerable 
in this respect. 

But in addition to the threat to industry and our 
whole economy, there is still another issue involved. 
That is the abrogation of Mr. Lewis’ contract with 
the Government, under which the mines had been 
Federally operated since last spring. This is an 
outright strike against the Federal Government, for 
which Mr. Lewis should be prosecuted under the 
Smith-Connally Act. In this connection, it is inter- 
esting to note the fine legal ruse by which the United 
Mine Workers’ chief hopes to justify his sabotage 
of a solemn agreement. His contention is the “no 


contract, no work” position, traditionally maintained 
by the miners. Thus, if he declares that no contract 
exists, the miners simply would refrain from work. 
By this devious line of reasoning, he hopes to avoid 
the stigma of calling a “strike”, and the legal penal- 
ties attached thereto. 


What really blasts away the last shred of any 
possible defense that Mr. Lewis could hope to have 
is his arrogant refusal to the President’s plea for a 
60-day extension of the current negotiations, and 
that he negotiate directly with the mine operators 
instead of with the Government. That was the acid 
test of Mr. Lewis’s sincerity, and by it he stands im- 
peached. 

Just what is John L. Lewis’ real aim in this ruth- 
less blow at the nation? What real interests does he 
serve? Has the time come when one man can chal- 
lenge the Federal Government and can cripple a 
whole national economy by his sole command? The 
time for a showdown is here. If these reckless auto- 
crats of labor—the Lewises, the Petrillos, and others 
of their ilk—are to be called to account, the time is 
now. Unless speedy, decisive action is forthcoming, 
we face the threat of labor anarchy instigated by a 
“little group of willful men”. 


RELAXING SECURITY MARGINS—The Federal Re- 
serve Board’s moderate relaxation of margin re- 
strictions is a step in the right direction. According 
to its latest revision of regulations T and U, effective 





Business, FINANCIAL and INVESTMENT COUNSELORS 


1907—“‘Over Thirty-nine Years of Service”—1946 








NOVEMBER 23, 


1946 






175 














December 1, margin credit may be used up to 50% 
in certain limited instances. The new ruling ap- 
plies only to purchases of new securities of a cor- 
poration by already existing shareholders, and to 
shareholders in utility holding companies, for buying 
securities of subsidiary operating companies of such 
concerns where distribution is being made under 
terms of the Utility Holding Company Act. 

Such transactions are obviously negligible in 
proportion to total volume of securities traded, but 
the new ruling is significant in that it reflects a 
realization by the control authorities that complete 
absence of margin credits in all situations is eco- 
nomically unsound. The Board states that the latest 
move could be made without stimulating speculation 
or “encouraging to any material extent the growth 
of stock market credit.” 

To what extent this move foreshadows an early 
revision of the “no margin—100% cash” rule now 
in effect is a matter of conjecture. Sources usually 
well informed have been expecting a moderation of 
the “100%” rule for some time, to possibly 90%, 
80% or even less—but thus far nothing con- 
crete has developed. Eventually, however, some 
such action will be forthcoming. 

It is to be hoped, however, that a more realistic 
policy with respect to margin requirements will be 
promptly adopted. Contrary to the misconception 
prevailing in some quarters, easing margin require- 
ments will not raise stock prices any more than 
tightening them will lower prices. Stocks sell on the 
basis of present and anticipated earnings. The cen- 
tral point at issue in the matter of margin is the 
thinness of the market to which the restricted mar- 
gin rule has so largely contributed. 

The function of the security markets is to pro- 
vide a place where’ buyers and sellers can carry on 
their transactions in any reasonable volume. The 
price level in a free market is thus determined by 
the volume of bids and offerings at prices specified 
by buyers and sellers. In order to fulfill its proper 
function, therefore, an exchange should be broad 
enough to absorb substantial volumes of purchases 
or sales without undue price fluctuations. But this 
has not been the case under restricted margin con- 
ditions. Actually, the reverse has been true, for 
markets have been so thin that evex. moderate offer- 
ings at times have resulted in price swings of several 
points. 

The net result therefore has been to shift a large 
portion of the big volume business off the board and 
to the over-the-counter market. A substantial vol- 
ume of business has been handled in this manner of 
late, especially where “blocks” of securities have 
been invelved. Had these been sold on the regular 
exchanges, it would have unsettled the whole stock 
list. 

A situation of this sort is not only undesirable, 
but is untenable from any standpoint. When market 
volume has been reduced to a level where exchanges 
can no longer fulfill their proper economic func- 


tions, something is basically wrong. A more realistic 
margin policy would do much to restore the needed 
balance. 


REPEAL THE CAPITAL GAINS TAX!—With tax re- 
vision high on the agenda of the victorious Repub- 
licans, it is to be hoped that repeal of the capital 
gains tax will be given early consideration. Here is 
a levy whose main intent is political rather than fiscal, 
and whose revenue-raising capacities have left much 
to be desired. Its shortcomings have long been rec- 
ognized, even by many within the Administration, 
but its presence on the statute books has been attrib- 
uted to pressue of left-wing elements. Now that the 
political pendulum has swung the other way, conces- 
sions to radicalism need no longer be considered; the 
“rule of reason” should apply. 

The capital gains tax is more directly involved 
with the free enterprise issue than is generally real- 
ized. There is an important distinction between gains 
secured through capital growth, and those arising 
from “income” in the accepted sense of the term. 
Thus, dividends received from a stock, or profits 
accruing to the owner of a small enterprise, are prop- 
erly treated as “income” for accounting and taxation 
purposes. But when a business, or share in a busi- 
ness, is later sold at a profit, the resultant gain is 
not “income” but a capital gain. To levy a tax 
on this profit, in addition to the one levied on in- 
come from the business, is double taxation. 

Moreover, the theory that venture capital, which 
undertakes the risk of possible loss, should also re- 
ceive the full fruits of capital enhancement, has long 
been rooted in free-enterprise philosophy. To take 
away a share of the increase which results from 
managerial effort and initiative, tends to discourage 
the full employment of venture capital. 

The capital gains levy fails in practice as well 
as in theory, one of its major weaknesses being that 
it yields revenues when they are least needed, and 
drains away revenues when they are most needed. 
Thus, in a period of rising business activity, tax 
receipts from capital gains are secured when regu- 
lar income tax revenues are high; but in a period 
of business recession resulting in capital losses, these 
deductions come at a time when normal income tax 
receipts are declining. 

The effect on owners of substantial funds is un- 
desirable because it not only restrains venture capi- 
tal, but because it prevents free handling of large 
capital. Because of the six-months’ holding require- 
ments, large investors are sometimes forced to re- 
main in the market longer than they wish, and are 
unable to protect themselves adequately in event of 
adverse market action. 


Repeal of this impost would give greater encour- 
agement to venture capital, the lifeblood of business, 
and source of new jobs, profits and production. It 
would also simplify our tax structure and eliminate 
much of the uncertainty which plagues taxpayers 
on computing capital gains. 
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As g Seo GL: By CHARLES BENEDICT 


LONGING FOR PAUPER'S GRUEL 


W HENEVER I HEAR ranting communists, I think of 
the ancient children’s tale about the little rich 
girl who pined away in the midst of plenty when 
denied the barley gruel passed out to mendicants of 
that day. 

The urge to communism is as unreasoning as 
that—and sillier by far because barley gruel can 
be very good indeed, which is more than you can 
say for the Soviet system—called communism. 

And yet, the crescendo of shrieking abuse against 
the better fare of the democracies continues unabat- 
ed. Yesterday in France. Today in England. The 
latter undoubtedly was a follow-up to the enraged 
yells of disappointment emanating from Moscow 
over our Republican victory. Russia would like 
nothing better 
than to divide 
and conquer us— 
each one at a time. 

Greatly irked 
by the socialist 
policy of the 
British Labor 
Government, Rus- 
sia strains to 
push it more de- 
cisively to the left 
toward totalitar- 
ianism, using the 
weakness created 
by this moment 
of shift and 
change to make 
Britain an easy 
prey for her own 
imperialistic am- 
bitions. The Reds 
are attempting to 
force the issue be- 
fore the Labor Government is firmly in the saddle, 
a goal which must be realized before re-election 
comes around. 

At the moment, the trouble in Britain arises from 
the fact that the socialistic program of 40 years 
ago is still the cornerstone of the present Labor 
Government’s philosophy although it is actually out- 
dated and outmoded as an instrument for conduct- 
ing affairs today. Unless voted out beforehand, the 
present Government still has over three years to 
run, during which time they will learn economics 
first hand, with the possibility that they may ir- 
stitute many modifications of their original plan. 

The part of their program to nationalize the stee! 
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industry has already been revised as a result of 
events, and for trade considerations which necessity 
has forced to their attention. The shift in their 
foreign policy toward greater collaboration with 
the United States too is a result of disillusionment 
regarding Russia’s intentions. 

In view of the various shifts and adjustments be- 
ing made, it is only natural that the Reds should 
seek to gain advantages at a time when the harassed 
Labor Government is attempting to carry out its 
unwieldy program of socialization. In the mean- 
time, also, their activities are producing serious 
repercussions, requiring the building of a strong 
supporting foundation under the Labor Govern- 
ment, if it is to survive the next elections. 

This calls for 
bureau- 
cracy to counter 
the activities of 
the long-entrench- 
ed civil service 
trained under the 
conservative gov- 
ernments of the 
past. Steps in 
this direction 
have already been 
taken. It is said 
that bread ra- 
tioning alone has 
added 50,000 
persons to the 
civil service and 
that by the end 
of five years, gov- 
ernment payrolls 
will have been in- 
creased to include 
one million new 
incumbents. 

However, despite all these moves and counter- 
moves, much can happen in the next few years if 
the new socialization program proves unworkable. 
British leadership is traditionally realistic regard- 
less of party, and when the time comes, it may be 
easier to put “Humpty-Dumpty” together agaia 
than is believed—nor will accomplished nationalism 
stand in the way. If free enterprise is found more 
desirable, the government can unscramble the prop- 
erties, revalue, and then sell them back to the people 
through public offerings. 

In the meantime, however, the battle is on—with 
the communists benefiting greatly from the “good” 
press that Britain has (Continued on page 228) 
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How Close To The Bottom? 


Market action remains indecisive, with con- 
fused backing and filling in the daily aver- 
ages and no trend formulated in our broader 
weekly indexes. The aim should continue 


By A. T. 


O far stocks have continued to meet liquidation 

on small rallies, preventing a more substantial 
intermediate recovery; but they have also continued 
to meet support on limited sell-offs._ The consensus 
reflected is one of indecision—apparently not much 
affected by immediate news factors, whether favor- 
able or unfavorable. For perspective, here is a brief 
review of the action since our last previous analysis 
was written on th.. eve of the election: 

First, the pre-election upturn failed to carry the 
daily averages above the rally-high of mid-October 
or to match that move in the volume of transactions. 
Second, the first session after the election brought a 
sharp slump. Third, there was immediate partial 
recovery over the rest of that week (the trading 
week of November 4-9), coinciding with evident ar- 
vance information of President Truman’s move end- 
ing all price controls excepting on rent, sugar and 


to be to reduce speculative holdings on op- 
portune rallies. It is premature for general 
buying even should the most spectacular 
bear-market phase be over. 


MILLER 


rice. Fourth, in last week’s trading (November 12- 
16) there was a slow sag which left the averages, as 
we write, at nearly dead-center of the trading range 
which has now been held for about two months— 
with no significant pressure resulting from the coal- 
strike news. 

From an investment point of view, the sweeping 
political shift was unquestionably good news; but 
what stands out in the immediate technical reckoning 
was the market’s inability to respond to it in more 
than generally unimpressive manner. In principle, 
the President’s broad decontrol move was construc- 
tive; but its immediate result—that is, sharply high- 
er prices in a number of lines—brought no cheers, 
for further inflation in industrial prices means that 
much more maladjustment to be corrected in the 
eventual business recession which, it must be assumed, 
the bear market has foreshadowed. The coal strike 

is, of course, bad news; but the market 





MEASURING MARKET SUPPORT 
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seems mainly concerned with (1) how 
the Government will handle it; and (2) 
the term of ultvmate settlement. As we 
write, the indications are that the pol- 
icy, for the first time, will be a refusal 
to surrender to John L. Lewis. How- 
ever, it is not now possible to foresee 
how the outcome will affect the general 
labor prospect, which is not so good for 
nearby months in any event. 


Considerable Fortitude Shown 


The bear market’s failure to make 
any important downside progress for 
a period of two months is encouraging. 
As long as stocks meet support above 
the October lows, the possibility of a 
better recovery than any yet seen must 
be kept in the reckoning. A few more 
weeks of stalemate in the old trading 
range—if we get it—would take us in- 
to the year-end period wherein advanc- 
ing prices, into at least early January, 
have been the rule in the great ma- 
jority of years, with such moves usual- 
ly broader in bear-market than in bull- 
market years. With this possibility in 
mind, and with the current technical 
indications no worse than neutral, we 
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as a general rule at the moment. YEARLY RANGE 
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We continue to believe, how- {25° 280 

ever, that the aim should be to PRICED | PRICED [300 stots ‘isin 

reduce speculative holdings on |, |°** |*°*S 

opportune rallies. We do not |*” ie 

believe the right time for a 220 

bullish investment policy is here | j50 200 

or is in sight. J 00 LOW PRICED S10 
Some people are unduly im- ' 

pressed by the fact that there |! i a has 

were only three weeks or so of | | | 140 

“heavy selling”—as_ reflected uM [! lh ll, 

. . $0 44 120 

in the averages—in late Au- gi ine tay 00 STO 

gust and the first half of Sep- 100 

tember, followed now by a long- 

er period of  semi-stability. cow CARLY RANGE | &. oe ogre 


They ask if this could not im- 
ply that the bear market is 
over? We concede the possibil- 
ity, but see no adequate. basis 
for figuring it as a probability. 
A great deal of “good selling” 
—much of it in special offer- 
ings outside the stock exchanges 
—was done in the weeks and 
months before the August-Sep- 
tember nosedive, under cover of 
stock splits in many instances. 
Most of that selling was done 
in the range 190-212 in the 
Dow-Jones industrial average, 
transferring stock to the gen- 
eral public. We doubt that 
“big money” is yet ready to 
move back in for long-term 
capital gains. 

We begin to have a tentative 
idea that the fastest part of 
this bear market may well have 
been seen; and that additional 
decline—from the October low—might be moderate. 
This thought checks with the concept of a coming 
economic readjustment more or less similar to that 
of 1920-1921 but considerably less severe, if the 
present consensus of business opinion is correct. In 
that bear market the maximum decline was twice as 
great, in percentage, as the maximum decline in 
this movement to date, but over half of it was re- 
corded in the first four months of the downtrend. 


1936 - 1945 


DOW-JONES RAILS 





No Need for Hurry 


Just to do some thinking out loud for a moment: 
A bear market equal in scope to two-thirds of that 
1919-1921 would now be two-thirds over, with a 
bottom around 147 in the industrial average. It 
might be less than that, or more, for we hasten to 
add that this line of reasoning is wholly empirical. 
The stock market is largely influenced by sentiment, 
and confidence in basic capitalist institutions. Which 
is to say that, comparing one period with another, 
market performance could be considerably differ- 
ent, even were business activity, earnings and divi- 
dends quite similar. 

In any event, even if one takes the most hopeful 
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view, there probably will be ample opportunity to 
buy stocks at prices relatively near the final lows 
because, in contrast to bear markets, normal bull 
markets usually creep along for many weeks, if not 
months, before they start running. That is particu- 
larly true of the more speculative issues in which, 
if carefully selected, there are the biggest percentage 
possibilities. As we see it, general buying now would 
carry two risks. First, the risk of being premature. 
Second, assuming no great additional decline but a 
considerable wait for a strong uptrend to get under 
way, there is the risk of trymg to work out selec- 
tivity now, on a quite inadequate basis. 

Bear and bull markets proceed in successive stages, 
more or less feeling their way. They do not “fore- 
cast” the future for any great distance. The trad- 
ing-range pauses reflect a reconsideration of the pros 
and cons—another look at the situation and the 
potentialities. That is what the market is doing 
now. Only its more decisive future action can reveal 
the composite conclusion. We think the odds are 
against a bullish conclusion, excepting a possible 
good rally some time between now and early January. 
—Monday, November 18. 





179 





















—What NU CU ea eet 





= 


By NORMAN T. CARRUTHERS 


A WE HEADING for a period of world adjust- 

ment in prices, profits, wages and business ac- 
tivity? That question is being asked increasingly 
by business men and investors, particularly in view 
of the sharp decline in leading commodities within 
the past few weeks. Comparison with the price de- 
flations of 1919-21 and 1929-32 are being voiced with 
greater frequency, and all manner of forecasts are 
being advanced as to how this will affect business 
and employment in this country. 

That we are moving into an era of readjustment 
goes without saying, yet it need not nceessarily fol- 
low the patterns of 1919-21 and 1929-82 in all re- 
spects. Comparisons with these periods are, of 
course, inevitable, but they should be used only for 
the general analogies they bring out. Actually, our 
present period and the period developing di- 
rectly ahead, have unique features which did not 
exist—at least not in the same degree—in the past. 
Thus, our analysis of the present must give recogni- 
tion to the analogies, but must be based essentially 
on the fundamental factors in the present situation. 
For it is only the outworking of these fundamentals 
which will determine the final outcome. 

It may be interesting, at this juncture, to note 
briefly the salient features—economic and political 
—prevailing in the two past periods indicated, and 
compare them with those obtaining at present. 1919 


saw the end of an era, 
politically and eco- 
nomically. Not only 
were the great mon- 
archies of Europe 
devastated, but their 
once great economic 
systems were crushed, 
Imperial Germany’s 
formerly thriving in- 
dustry and export 
trade were now re- 
moved from the world 
scene, the former 
Austro - Hungarian 
“mitteleuropa” econ- 
omy was dealta 
deathblow from which 
these countries could 
never recover, and 
Russia was in the 
throes of a bolshevik 
revolution. 

Great Britain’s rel- 
ative position in the 
world market was 
greatly improved by 
the elimination of her 
erstwhile competitors, 
but actually, her in- 
ternal economy had 
suffered severe strain, 
to lead eventually to 
unemployment, — de- 
terioration of her 
productive equipment 
and abandonment of the gold standard. 

In the United States, prices had been rising 
sharply through the whole war period, and, by 1919 
had advanced to an all-time peak. A war-engen- 
dered prosperity had developed with wages and em- 
ployment running high. But when the break came 
in 1919, it touched off a price decline which carried 
into 1921, with no real recovery taking place until 
the following year. 

The deflation in prices was followed by a period 
of declining business activity, which also carried in- 
to 1921, and which was reflected abroad, especially 
in great Britain. There was in effect a two-year 
“recession” or period of price and trade readjust- 
ment, but this was the prelude to a steady recovery 
in trade and industry which culminated in the 1928- 
29 boom. 

The 1929-1932 era is more frequently compared 
with the present, first, because it is relatively nearer 
in time, and, secondly, because its impressions are 
much more vivid in people’s minds, through the 
length and intensity of the resulting depression. 
The domestic and world background to the 1929 
crash in securities, commodities and business activity 
was interesting in many respects. Both here and 
abroad, the dominant keynote was one of cheery 
optimism, with a good deal of “‘new era” feeling evi- 
dent. Both the nation and the world, it was be- 
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lieved, were entering a period of still greater pros- 
perity. Here, at home, business was cheered by the 
“sreatest Secretary of the Treasury” since Alex- 
ander Hamilton and a friendly Administration. In 
Europe, export trade and the American tourist 
business were going strong. Soviet Russia was ef- 
fectively walled off from the rest of Europe, Britain 
was economic master of the Continent and France 
its military guardian. Germany was showing sub- 
stantial industrial recovery, notwithstanding repa- 
rations. 

But when the crash came, it had reverberations 
around the world. Britain’s economy, geared closely 
to our own, soon felt the shock. The German busi- 
ness structure began to crumble, and with it the 
whole Central European economic fabric. What had 
first been characterized as a mere “recession” was 
swiftly turning into the worst depression of all times. 
It led to abandonment of the gold standard, first, 
by Great Britain, then by this country, and other 
drastic economic changes. But it was in the political 
realm that the repercussions were most acute— 
Hitler in Germany, the New Deal in the United 
States — two movements of diametrically different 
character, but each representing a drastic departure 
from the past. 


Past versus Present 


With these brief background sketches in mind, 
we turn to the present situation to compare and 
contrast. As in 1919, we have just emerged from a 
war period to enter one of peace and reconstruction. 
However, both the economic and political situations 
obtaining today have pronounced differences from 
the world of twenty-seven years ago. While Ger- 
many and Central Europe once again are prostrate, 
the balance of power in Europe has shifted from 


Great Britain to Soviet Russia and her satellites. 
Britain’s economy has been seriously impaired, to 
a point where heavy borrowing from the United 
States has become essential. France and Italy have 
been weakened by their war privations, as are the 
smaller nations. Relatively, the world position of 
the United States has been enormously enhanced— 
economically and politically—despite the great rise 
in our national debt and the dissipation of so much 
of our wealth. 

The world political situation today is vastly dif- 
ferent from that of either 1919 or 1929. The rise 
of Soviet Russia has greatly increased her influence 
on that continent, occupying, as she does, virtually 
its whole eastern half, and casting her shadow over 
the rest. Besides, there has been a pronounced shift 
leftward in the remaining countries outside the Rus- 
sian: orbit—a Labor Government in Britain, Scan- 
dinavia forced into reorienting her trade from the 
west toward Moscow, the growing influence of Com- 
munist and left-wing parties in all nations. 


Position of United States 


The net result is that the United States is now 
virtually the last outpost of capitalism and free 
enterprise, a fact which bears directly upon our eco- 
nomic future generally and with regard to price 
trends specifically. In order to help preserve, and 
as far as possible, to restore free enterprise, the 
United States is committed to a policy of stimulating 
world trade and reducing tariff barriers. The latter 
objective is being sought via the medium of “reci- 
procal” trade agreements. 

In our domestic economy, a number of factors are 
present which did not exist heretofore, and which 
will affect prices profoundly. Foremost of these is 
the decontrol program which has been proceeding 
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apace in the past two months, so that all erstwhile 
controls have been eliminated, except on sugar, rice 
and rents. The history of decontrol to date has 
been that it is followed in most cases by a brief 
spurt in prices which is quickly reversed. The chief 
reason for this reversal is the return to a better 
balance between demand and supply. 

Since announcement of meat decontrol, which ini- 
tiated the whole cycle of decontrol of other products, 
there have been substantial price declines in major 
food commodities: cotton, grains, livestock, meats, 
fats and oils, butter, eggs, cheese, and others. While 
the chief reason for these price corrections is the 
increase in supplies, present and prospective, through 
return to free market conditions, another factor of 
growing importance is the increasing resistance of 
consumers in retail markets. This has been espe- 
cially prominent in meats, dairy products, and other 








Manufacturers’ Shipments Holding Up Well 
In Relation to Output 








Industrial Manufacturers’ 

Production Shipments 

1935-39—100 1939=100 
July, duly, July, July, 
1945 1946 1945 1946 

Index, total (Fed. Res. Bd.)........ 210 173 247 206 
Durable goods industries .............. 292 202 320 216 
Automobiles and equip eee 188 178 247 169 
Iron and stee! and their products 187 179 238 196 
Nonferrous metals and products.. 196 143 232 207 
Machinery 371 245 399 242 
Nondurable goods industries ........ 165 158 196 199 
Chemicals and allied products.... 307 234 214 201 
Food and kindred products ........ 147 148 221 220 
Paper and allied products .......... 135 138 166 187 
Petroleum and coal products...... 267 174t 199 195 
Rubber products ..................0.. 218 216 274 288* 
Textile mill products 132 153 154 175 





t June, 1946. * May, 1946. 
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foodstuffs, and is daily becoming more evident in 
other markets as well. It is definitely a factor to be 
reckoned with in appraising the price outlook. 
With production increasing, supplies becoming 
more abundant, and consumérs showing increasing 
discrimination and resistance, effective forces are 
coming into play which may well bring about the 
end of the upward price spiral. While further in- 


creases are in prospect for individual items, the end 


of the sharp spiral in pricesiis more clearly im sight 


today than it was even a month or two ago. There 
is a strong undercurrent of deflation now at work: 


im our economy, so that 1947 should see significant 
price decreases. 


Effects on Europe 


The essential point, however, is that’ a decline in 
prices would be worldwide rather than merely local, 
But it does not necessarily follow that the effects 
will be disastrous, despite fear of the British and 
other observers overseas to the contrary. Actually, 
our price level has been rising to a point where we 
have been gradually pricing ourselves out of the 
world market. It has made it more and more difficult 
for foreigners to purchase here, and were it not for 
the acute need for American merchandise in many 
parts of the world, the effects on our export trade 
would have been more pronounced. Actually, our 
outgoing shipments have been running at record 
levels, but this is, as stated, due mainly to the ab- 
normal conditions obtaining abroad. 

At the same time the persistent rise in our price 
level, plus our own need for various types of raw 
goods and manufactured products have greatly 
stimulated imports into this country. Imports have 
been running at the rate of some $400 million a 
month, compared with an average of about $300 
million monthly a year ago. Incoming — shipments 
of important raw materials such as hides, sugar, 
wool, newsprint and coffee are beginning to recover 
from their war-depressed levels. 


Outlook for 1947 


With a period of declining prices in prospect for 
1947, what are some of the probable results on busi- 
ness and finance? At this relatively early date, no 
one can foresee, no less foretell all the specific effects 
of such a trend. However, certain broad probabili- 
ties can be anticipated, on the basis of what has hap- 
pened through price changes to date, and what alter- 
ations are likely through corrections of these changes. 

For one thing, a downward direction of major 
prices some time in 1947 should have a salutary 
effect on business operating costs. The cumulative 
effect of constantly mounting costs has tended to 
depress profit margins for many organizations, par- 
ticularly where selling prices could not be adjust«d 
upward sufficiently to compensate for increased raw 
materials costs. In the general uptrend of priecs since 
the start of the war, it is generally forgotten that 
raw materials prices have advanced far more swiftly 
than finished goods prices. This adverse relation- 
ship, has, in fact, (Please turn to page 224) 
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YANG ROI, 
ORDERS 


By W. C. HANSON 


A GREAT DEAL OF specula- 
* tion has been going on 
with respect to industrial 
backlogs. Why this should 
be so is readily understand- 
able, for a huge, but indeter- 
minate amount of deferred 
demand was accumulated 
during the war years which 
must sooner or later be satis- 
fied. But how to measure 


such accumulation accurately is one of the urgent 
questions of the moment, for obviously the duration 
of sustained output and high employment rests sub- 
stantially on the pent-up volumes of unfilled orders. 

For some time, it has been recognized that the 


various estimates of poten- 
tial business and_ orders 
placed may be substantially 
inflated—how inflated, it is 
hard to say—but that cer- 
tain backlog figures may be 
illusory is a fact to faced 
realistically in appraising 
our economic future. Look- 
ing back to the mid-war 
years, it will be recalled that 
extravagant estimates were 
forthcoming on the number 
of refrigerators, washing 
machines, vacuum cleaners, 
automobiles, prefabricated 
houses, and other consumer 
products that the long- 
denied public would rush out 
to buy as soon as these prod- 
ucts became available. Like- 
wise, the accumulating de- 
mand for processing equip- 
ment by our leading indus- 
tries, would, it was felt, pile 
up substantial backlogs in 
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Whether or not consumers will back up 
orders placed by payments is a question. 
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the heavy equipment lines. The aggregate backlog 
of unfilled orders in both consumer and industrial 
goods has been expected to support a replacement 
boom lasting from two to five years. 

But now that we are well into the second year of 


reconversion, a sober esti- 
mate of the future is needed 
for with elections now out of 
the way, business is going to 
evaluate the future in terms 
of cold realities. One of these 
realities is the status of the 
much-talked-of backlogs of 
deferred demand. 

Several problems immedi- 
ately present themselves. 
How do present backlogs 
compare with prewar? Are 
all such figures inflated? 
How to distinguish between 
possibly overstated figures 
and probable bona fide re- 
ports? Where is the line of 
demarcation between the 
two? Where backlogs seem 
to be valid, what does this 
imply for future sales and 
earnings? 

Before attempting to ex- 
plore these questions in fur- 
ther detail, certain basic 
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facts must first be considered. First, that some re 
ported backlogs are unquestionably inflated, but this 
is not true of all companies. Secondly, few manufac- 
turers would wish to give out deliberately exagger- 
ated figures on unfilled orders though frequently the 
language describing the approximate amounts is 
vague. Third, most cases of overstated backlog 
figures are tracable to heavy duplication of orders. 
Fourth, in some instances, even valid backlog figures 
could be quickly reduced by a wave of cancellations. 

Finally, it must be recognized that appraising re- 
ported backlogs of individual companies is a difficult 
problem at best. The best that any objective analyst 
can do is to evaluate the reported backlog against 
the background of the industry represented, and to 
compare the figures cited with previous orders and 
sales volume. Using these yardsticks, it is possible 
to arrive at fairly reasonable conclusions on a num- 
ber of specific situations. 

The organizations most likely to have inflated 
backlog figures are those in the consumer durable 
and semi-durable goods industries. This has not 
only been recognized by outside observers, but is 
freely admitted by officials in these industries. Such 
representative spokesman as Mr. H. E. Blood, Presi- 
dent of Borg-Warner’s Norge Division, and Mr. 
Lee Clark, assistant general sales manager of Gen- 
eral Motors’ Frigidaire believe that the accumula- 
tion of unfilled orders for refrigerators, for example 
has been much overstated, and that buyers’ markets 
in this line will be reached possibly by next spring. 

Much the same is believed to hold true for other 
household appliances: washing machines, vacuum 
cleaners, radios, electric irons, etc. Judging by the 
estimates made by industry officials in these lines, 


it is possible that backlogs have been inflated by as 
much as 40% or even 50%. These estimates are 
arrived at by comparison with the fairly well estab- 
lished 33% excess recently announced in the auto- 
motive industry. The latter, unlike most other in- 
dustries, has clearing house facilities for checking 
orders and thus detecting duplications. 

Unfortunately, specific reports on backlogs are 
not as a rule issued by consumer goods companies, 
so that an appraisal of their relative positions in this 
respect is not possible in this survey. However, while 
recognition has been given to the inflation of these 
backlogs and their susceptibility to quick cancella- 
tion, it is not logical to go to the other extreme and 
write them off altogether. As usual, the truth lies 
somewhere between the two extremes, as there has 
been an indubitable piling up of consumer demand 
through all the war years, for many types of con- 
sumer products. Eventually, such demand must be 
satisfied, and in being thus met, the manufacturers 
of various household appliances and other consumer 
durables will enjoy a period of business at least equal 
to their best pre-war years to date. 

It seems logical, therefore, to use the best pre-war 
year of business for companies in the refrigerator, 
washing machine, vacuum cleaner, electric iron, and 
similar fields as an indication of their minimum per- 
formance when operations really get under way. The 
word “minimum” is used advisedly, for more than 
likely it will be exceeded by a certain margin. Even 
allowing for a possible deflation in backlogs, more 
intense competition, and reduced savings of consum- 
ers, practically all of the companies in these lines 
should enjoy at least one and probably two years of 
business at a rate equal to, or possibly exceeding, 

their best pre-war year to 











Companies Which Should Enjoy 1-2 Years of Business Equalling 
or Exceeding Their Best Pre-War Year 


For Best Pre-War Year 


date. 

Turning from the con- 
sumer goods field to the 
heavy industries, a different 
situation obtains. While 














































































































Sales Net Divi- . 
Products Year $Million PerShare dends backlogs in the heavy goods 
Borg Warner ........::sssocse Automotive parts 1940— $75.2 $2.88 $1.50 lines may also be inflated im 
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the backlog figures for 
heavy industries, by and 
large, would seem reasonably 
valid; certainly, they are not 
subject to anything ap- 
proaching the 33% to 50% 
discounts estimated for the 
lighter industries. 


American Car & Fdry.. 


Baldwin lL tive 


Backlogs Are Less Volatile For Heavy Goods Companies 


Allis-Chalmers Mfg. ............ 





American Locomotive ........ 





Probably the best ways to 
evaluate these backlogs from 
the standpoint of what they 
connote for future opera- 
tions is to compare them 
with pre-war backlog fig- 
ures, and with sales volumes. 
Where the presence of pre- 
vious data permits such com- 
parisons, it can be seen that 
present backlogs are sub- 
stantially larger than their 
corresponding prewar totals, 
the most conspicuous  in- 
creases being American Car 
& Foundry, General Elec- 
tric, and Westinghouse. Air- 
craft manufacturers’ back- 


Consol. Vultee ... 
Curtiss-Wright 


Solar Aircraft ... 
Sperry Corp. ............ 
Timken-Detroit Axle 
Van Norman 
Westinghouse Electric 


1945 rate. 


Bath Iron Works ................ 
Bethlehem Steel ................. 
Black & Decker Mfg........... 
DO akpan das seceneenccate cineca 
Burroughs Adding Machine.... 
COCO Cet. acs cescconsdecessese 





MING cdescsresatecncssaccacecsee 





Glenn L. Martin .................. 
North American Aviation 
Otis Elevator ..... 







— Backlogs in $ Million 1939 1945 1939 1945 
Pre-War Current Sales Sales Sales Sales 
$19.7—Dec. 31, 1939 $89.6 $74.3 $292.0 1.2 36 
2.5—May 1, 1939 155 35.8 118.1 4.3 1.3 
12.8—Dec. 3], 1939 100 22.3 236.0 4.5 -42 
161.9—Dec. 31, 1941 100 31.5 155.9 3.2 .64 
Not Available 10.4 15.1 82.1 .69 -13 
287.0—Dec. 31, 1939 432 414.1 1326.5 1.1 .33 
Not Available 20 5.3 16.5 3.8 1.2 
Not Available 159 46.9 81.3 3.4 2.0 | 
Not Available 53 32.5 37.6 1.6 861.4 
10.2—Oct. 31, 1941 cy 11.6 29.2 2.7 1.1 } 
Not Available 348 22.6 644.0 15.4 -54 
Not Available 93 48.6 1197.7 1.9 -08 
Not Available 18.6 4.3 21.0 4.3 .89 
16.1—Dec. 31, 1939 46 11.6 37.8 4.0 1.2 
56.0—Dec. 31, 1939 450 304.7 1298.2 1.5 35 
44.0—Dec. 31, 1939 209 35.3 415.1 6.0 .55 
Not Available 196 24.2 356.1 8.1 -55 
Not Available 90 27.6 377.4 er .24 
16.6—Dec. 3], 1939 80.6 23.6 24.5 3.4 3.3 
Not Available 10.8 PL 22.7 9.8 48 
Not Available 63 24.8 48.1 2.5 2 
Not Available 86 23.4 189.5 a7 45 
Not Available 4 4.2 12.) 1.8 .33 
70.8—Dec. 31, 1939 502.7 175.1 684.7 2.9 -74 
10.2—Sept. 30,1941 20 15.0 30.7 1.3 -66 
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* Represents number of years that current backlogs could sustain operations at the 1939 rate, and 


*Ratio of Current 
Backlogs to: 


Sales Volume 
— In $ Million — 

















logs now are well ahead of = 








1939 figures, despite recon- 
version to a peace basis, reflecting a sizable volume 
of Government business for postwar defense, and, in 
some cases, diversification into new fields. 
Comparing the respective backlog figures with 
sales volumes brings some interesting situations to 
light. Current backlogs for the companies listed in 
the accompanying table would suggest operations 
ranging from only a few days up to 31% years, if 
measured by 1945 sales volume. However, as last 
year’s sales were abnormally high, owing to war 
operations for a good part of the year, a more 
equitable measure would be 1939 volume. On this 
basis, comparisons are naturally much favorable, for 
present unfilled orders would keep the companies in 
question operating from about 8 months up to as 
high as 15 years at the 1939 rate of output. Here, 
again, the aircraft concerns show up prominently, 
but even among the non-aviation companies, ratios 
run fairly substantial. Unless unforeseen develop- 
ments should arise, the heavy industry companies 
represented should have a period of good operations 
and earnings for about the next two or three years, 
longer in some cases. 


Individual Company Analyses 


Developments on certain specific situations are of 
interest, for they shed further light on the backlog 
figures reported and, in some instances, reflect 
changing corporate conditions. The case of Curtiss- 
Wright, wartime giant and leader in aviation manu- 
facturing volume, is interesting, as it reflects transi- 
tion to a peace basis. Of the $93 million. backlog 
now on its books, roughly 80% is for civilian busi- 
ness of various descriptions. This includes not only 
engine orders—which normally bulk large in this 
company’s operations—but reflects new types of 


NOVEMBER 23, 1946 


business secured through Curtiss’ diversification into 
new fields, such as spring clutches, transmissions, 
metal products, motion picture equipment, etc. Dol- 
larwise, the stated backlog breaks down into $24 mil- 
lion for the propeller division, between $40 and $44 
for the engine division, between $3.5 and $4 million 
for the various non-aviation products, and the 
remainder for the airplane division. 

This makes an interesting comparison with back- 
logs of other leading aircraft manufacturers. Lock- 
heed, with over $209 (Please turn to page 223) 





TREND OF NEW ORDERS RECEIVED COMPARED 
WITH MANUFACTURING ACTIVITY 
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Outlook For 


Individual Companies 
UNDER 


CURRENT 
INVENTORY 
REVISIONS 


By PHILIP DOBBS 


WW THE LID UPON wages and prices now com- 

pletely lifted, to all intents and purposes, in- 
ventory problems at last enter a new and perhaps 
critical phase. The situation presently to unfold has 
aspects of both encouragement and hazard for 
holders of merchandise, whether at the level of pro- 
duction or of distribution, in view of newly created 
potentials. On the favorable side of the ledger is 
the prospect that under genuinely free enterprise 
managements can now demonstrate ability to smooth 
out a lot of kinks in productive processes and lead 
the way towards a better balance between supply 
and demand, thus enhancing chances for safe in- 
ventory controls. Pessimists, however, point to new 
dangers which may now arise to push costs and 
prices upward in a secondary spiral certain to reach 
a ceiling some day, to be followed by a price reces- 
sion which could prove costly to everyone stuck high 
and dry with large inventories on hand. As there is 
more than a grain of truth in both sides of the 
story, it is timely to weigh the facts in the light of 
sober appraisal. 

After War | 


In view of the experience definitely undergone by 
the economy after World War 1, when after a brief 
period of unchecked inflation business activities 
went into a disastrous tailspin, it is little wonder 
that considerations of inventories of late have be- 
come weighty in most current business talks, for it 
was this factor more than anything else which was 
held responsible for the red ink which suddenly 
poured in upon a wide assortment of enterprises 
not so long after the first war. Undeniably the up- 
ward trend of inventories during 1946, reaching 
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Credit: Photo by Ewing Galloway 





Just how many goods it is safe to carry is now bothering both 
producers and distributors, 


A sudden price drop might hurt. 


record proportions during July and continuing at 
a somewhat lessened pace during August and Sep- 
tember, serves as a serious reminder of happenings 
in the early 1920s. If continued indefinitely upon 
the same track and at the same rate as in recent 
months, no doubt there would be danger ahead in 
the offing, because when long deferred civilian de- 
mands became satisfied or strong resistance to 
mounting prices began to become expressive, it 
would be very difficult to stem the historical emerg- 
ence of price markdowns. Nor under such circum- 
stances would it take long to clog both retail shelves 
and factory floors with slow moving finished or un- 
finished wares; until costly readjustments were 
made, heavy losses would have to be shouldered by 
many business concerns, unemployment would begin 
and general confidence be rudely shaken. 
Current Situation 


An examination of the current situation, however, 
reveals that while trends are following the general 
pattern of 1919, conditions now vary in many im- 
portant respects from those in Postwar 1, thus sug- 
gesting caution in studying comparable statistics. 
Indeed, now that danger signals have been hoisted, 
a widespread recognition of their significance is 
likely to preclude much of any actual impact which 
may later develop. Memories of 1921 and 1922 are 
still fresh with all experienced managements, lessen- 
ing the chance that they may again become realistic. 
Nevertheless it is true that production and demand 
have already reached a point of near balance in 
some lines, although in other sectors of the economy 
the road ahead is still piled high with long endured 
barriers, some of which threaten to multiply rather 
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than to vanish. In fact danger lurks in both cate- 
gories mentioned, because if and when all manufac- 
turers in the nation achieve their planned produc- 
tion goal, a scramble for new goods may shift buy- 
ing away from fields where ample supplies have 
created an illusion of permanently high volume. 
Some time yet must elapse before an over-all eco- 
nomic balance can be gained, and it would be just 
too good for belief that in the process inventories 
at all times can be kept in an exactly desirable bal- 
ance. 


Inventory Hazards 


Extremely complex is any valid discussion of 
inventories, due to fundamentals differing at every 
stage in the stream of commerce, as well as in the 
individual situations involved. And after summon- 
ing the aid of statistics in every form, one major 
imponderable will always be found awaiting to ham- 
per conclusions and the successful implementation 
of company policies. This discouraging factor is un- 
certainty as to what the ultimate consumer may 
decide when it comes to the point of laying his hard 
earned dollars down on the counter. If the price 
seems too high or the quality unsatisfactory, back 
to his pocket go his funds unless his needs are over- 
ly pressing. Multiply this situation by 100 million 
or so buyers and the picture becomes clearer, be- 
cause humans, like a swarm of minnows, with extra- 
ordinary co-ordination have a habit of turning di- 
rection in a disturbingly unpredictable manner. 
All of which spells trouble for the unwary producer 
or distributor of goods if overloaded at the wrong time 
or with the wrong kind of bait. Hence in coming 
months many an alert buyer for retailers may sense 
that this or that item is proving sticky, rapidly 
starting a chain of cancellation orders for finished 
goods or raw materials somewhere along the line. 
Fortunately, this inevitable signal of deflationary 
pressure will be spotty in appearance at first, and 
without necessarily increasing intensity. In itself it 
may serve as a corrective against undue stockpiling, 
without a serious interruption to large scale over- 
all buying by distributors. Selectivity will be the 
key note, with considerations of price more and 
more entering the picture. 

According to figures compiled by the Depart- 
ment of Commerce, inventories have been accumu- 
lating at a rate far above normal thus far in 1946. 
At the end of August in the current year, totals had 
risen to a mark of around $31 billion, compared 
with $27 billion at the same time last year. Inven- 
tories of manufacturers accounted for about half 
of the gain registered, with distributors showing up 
with the other half. From some quarters consider- 
able concern has been expressed because these dollar 
inventories have already reached a record high 
level, even in relation to the most active war period. 
To discover whether there is any valid ground for 
these apprehensions, it is necessary to break down 
the totals and to weigh factors which affect manu- 
facturers and distributors in different degree, as 
well as their individual components, for upon analy- 
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Inventory Trends in Specific Industries 
1939=100 
July, July, % 
Inventories: 1945 1946 = Increase 
Index, total 164.1 181.5 10.6% 
Durable goods industries .................. 187.3 195.6 4a 
Automobiles and equipment.......... 215.0 245.4 14.1 
Iron and steel and their products 121. 129.8 7.1 
Nonferrous metals and products.. 145.6 155.1 6.5 
. hinery, incl - g SS 239.6 254.6 6.3 
ransportation equip. (except 
automobiles) Sg linet 791.5 669.2 15.4** 
Other durable goods industries.... 102. 116.4 14.0 
Nondurable goods .......0.......cccceeee 143.7 169.2 17.7 
Chemicals and allied products...... 156.1 169.4 8.5 
Food and kindred products............ 154.6 175.0 13.2 
Paper and allied products..... -- 140.0 172.7 23.4 
Petroleum refining ............. -- 108.8 122.6 12.7 
Rubber products ......... - 183.3 195.5* 6.7 
Textile mill products ...................... 118.1 164.4 39.1 
Other nondurable goods industries 156. 183.9 17.7 
* May, 1946. ** Decline. 




















sis the scene appears to one where conditions as to 
inventories hold considerable divergence. 

One of the most commonly used yardsticks in de- 
termining the safe level to which inventories may 
climb, is the factor of turnover; in other words the 
relationship of inventories to sales. With strong 
assurance that goods will find their way rapidly into 
the hands of ultimate consumers, little risk attaches 
to the accumulation of inventories provided the rate 
does not prove over-optimistic in the light of ex- 
perience. At the manu- (Please turn to page 225) 








Inventory Changes of Leading Corporations* 











Durables: 1939* 1944* 1945* 
Anaconda Copper .................. $69.9 $58.2 $62.7 
38.0% 14.6% 19.2% 
Baldwin Locomotive .............. $11.3 $24.2 $22.4 
36.0% 10.7°% 14.3% 
General Electric .................... $86.0 $228.2 $181.4 
21.6% 20.0% 13.9% 
General Motors .................... $233.7 $498.7 $549.4(f) 
17.0% 11.7% 11.2% 
Se ore cts $5.5(g) $18.2 $10.6 
10.5%(g) 11.9% 89.0% 
United States Steel ............ $390.3 $465.5 $388.4 
43.1% 22.3% 22.3% 
Non-Durables: 
Allied Chemical & Dye ........ $25.4 $27.6 $27.0 
15.1% 9.4% 9.4% 
Celanese Corp. of America.. $5.5 $8.5 $9.0 
15.5% 8.4% 8.6% 
Endicott Johnson .................... $17.2 $21.0e) $21.4e) 
29.4% 20.6%le) 20.8%(e) 
Gomareh Faades no. s.<...cccecccccse $35.9 $73.5 65.5 
24.8% 24.8% 21.3% 
International Paper .............. $25.6 $29.2 $32.0 
21.0% 12.6% 13.7% 
Standard Oil of New Jersey $242.7 $223.6 $240.6 
26.0% 13.7% 14.8% 
United States Rubber .......... $60.9 $75.4 $85.1(c) 
31.2% 16.7% 17.7% 
Merchandising: 
Associated Dry Goods .......... $7.6 $11.7 $12.5 
12.4% 11.4% 10.8% 
Wa De OE i cccrcaviecenieeas $18.8 $23.7 $24.1 
12.2% 11.0% 10.7% 
Wee Oy Res nctcrciereciencaxe $15.9 $26.3(b) $38.0(a) 
12.2% 13.4%(b) 14.9%(a) 
Marshall Field ....................02 12.8 $35.5 $15.5 
15.2% 10.4% 9.5% 
McLellan Stores .................... $4.1 $5.6 $6.5 
17.7% 13.6% 15.0% 
Montgomery Ward ................ $96.3 $117.5 $198.4(a) 
20.0% 18.8% 23.0% 
Sears Roebuck $112.6 $146.0 $181.6 
18.3% 14.8% 17.4% 
Woolworth, F. W. ............... $47.3 $49.7 $51.4 
15.1% 10.7% 10.7% 


(a) July 31, 1946. 


(f) September 30, 1946. (g) 1940. 


(c) June 30, 1946. 


* First lines are Inventories in millions of dollars. 


Second lines are the ratio of Inventories to Sales. 


(b) July 31, 1945. 
(e) Figures are for 12 
months ended May 31 of the following calendar year. 
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Probable Trends Based on Election Results 


By E. K. T. 


OTERS WHO CONTRIBUTED to the Republican 
landslide Nov. 5 have completed the first round 
of their gleeful celebration of victory and have left 
the hangover pains to the Republican high command 
—and the moaning sounds emanating from GOP 





WASHINGTON SEES: 


The 80th Congress convening in January 
could very well turn out to be one of obstruc- 
tion on both sides amounting to all-around 
evasion of responsibilities and waste of two 
very important legislative years. 

The test will not come for several months. 
Each congress begins with a new slate; bi'ls do 
not carry over from a previous session, regard- 
less of how far they have progressed. It may 
be mid-1947 before the new legislation is 
sorted, but through the hearing and report 
stages, placed on the calendar, and acted upon. 
Then it is up to the President to approve or 
veto. An important exception might be a joint 
resolution declaring the war officially ended. 
Such an action would not require Presidential 
approval to give it legality. 

The President needs only one-third of the 
house membership to sustain a veto—|46 mem- 
bers, There will be 187 Democrats in the next 
house. In the senate, the votes of 33 members 
are sufficient to sustain, and there will be 45 
Democrats. The support of either house is all 
the President needs to kill off a bill not to his 
liking. 

There are few occasions when the White 
House has had the support of all of its party 
members in a veto test, but offsetting that it is 
rare to find the opposition solidly lined up 
against the President. 

However, the recently announced "truce" is 
a favorable augury. How long it will actually 
last is another question. 








national headquarters indicate the pains are grow- 
ing, not abating. 

One can see the White House plainly from Chair- 
man B. Carroll Reece’s Connecticut Avenue offices. 
The distance between the two points is a short walk, 
but a long run. The party leadership met here 
several days ago in an attempt to work a clear pat- 
tern of legislation out of the crazyquilt of promises 
and pledges made by the men and women who will 
make up the Republican matorities in both houses 
next January. It was a discouraging job. Lacking 
national ticket and platform, ic was an election 
operating on the principle of “every man for him- 
self” and the party’s key men not only do not know 
what the electorate has been led to expect, but also 
actually do not know many of the new representa- 
tives-elect. The situation is not unlike that which 
resulted from the record-breaking Democratic win 
of 1936: in both instances little thought was given 
to the qualifications of the nominees in some dis- 
tricts; they weren’t going to win anyway. But they 
did! 

This much is certain: the Republicans will cut 
government costs and taxes. How extensively can 
only be conjectured. Senator Taft, who probably 
will head the finance committee sees a 16 billion cut 
in costs as attainable; Representative Knutson ad- 
heres to his pledge of a 20 per cent tax cut. Likeli- 
hood is neither goal will be fully achieved, but the 
party’s strength will be rallied to those objectives. 
Democratic opposition will be welcomed. It can be 
pointed to in 1948 by way of explaining why the 
entire program wasn’t accomplished. 

The new Congress will talk much, do little, about 
the labor union situation. That field of potential 
legislation is giving the leaders their greatest worries. 
Many of the new congressmen rode in on a platform 
of promises that the Wagner Act would be 
thoroughly revised, other statutes revamped. They 
must deliver to their con- (Continued on page 228) 
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Republican gains in congress were greater than expected 
— greater, in fact, than some of the older heads in the GOP 
wanted. A working majority of such a margin in the house places 
upon the party the responsibility to come up — within two short 
years — with a completed program. The alternative could be 
political disaster in 1948. 


























Not altogether conclusive by any means is the inference 
that this year’s win lays the groundwork for 1948 victory. Since 
1894, with but one exception, the "out" party registered gains in 
the mid—term election. But, only three times in the past 50 years 
has it gone on to take the Presidency from the incumbents — by 
the Republicans in 1920, and by the Democrats in 1912 and again 
in 1932. 


























On nine occasions, the midterm winners failed to get to 
the White House two years later. Domestic and world conditions, 
plus the calibre and popularity of the nominees are factors which cannot be overlooked. 
Neither can they be forecast 24 months in advance. 


























Probably for the first time since the death of President Roosevelt, it is now 
safe to say that President Harry S. Truman will not be a candidate for re-election. 

















The Republican victory this year was a defeat for Truman personally. The 
election was unusual in the sense that national and even world issues were the turn— 
ing points rather than local problems and personalities. Even the national head— 
quarters of the Democrats laid a light finger on the key of "purely local" note. 

The GOP had reaped its harvest over too wide a field. 
































the count as a vote of no confidence and resign. He must stay on the job for the 
next two years — awful years as he'll find. If he wants the proof of history, he 
need but read the record of the last half of President Taft's term. Congress would 


not even vote him the funds to carry on the government, for several months. 


























More recent history is available in the annals of Woodrow Wilson's adminis— 
tration, when a great international issue — the League of Nations — ripped the 
country while the Democrats held the White House and the Republicans controlled 
congress. 

President Hoover had a taste of the same medicine when the rising tide of 
Democratic strength engulfed his congress and turned it from a friendly to a hostile 
one. 



































Most favorable omen for the future is the evident certainty of unity on 
foreign affairs. The only cracks, and they did not develop serious proportions, were 
chipped by democrats — Senator Alben Barkley and Henry A. Wallace. Secretary 
James F. Byrnes of course remains on the job and Senator Arthur H. Vandenburg remains 
the foreign affairs spokesman of the republicans. 






































Washington already is accepting Gov. Thomas E. Dewey as the 1948 Republican 
nominee for President. That is natural after his overwhelming defeat of Senator 
Mead in New York. To be "accepted" so soon has its disadvantages; other aspirants 














The Democratic high command has chosen its candidate for 1948 but doesn't 
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have his consent now. He's Fred Vinson, Chief Justice of the United States, long— 

















in history to have served the federal government in its legislative, executive and 
judicial branches. 

















Vinson is a Kentuckian. His state is situated in an important strategic 
spot on campaign planners' maps. He's immensely popular and able and was much 
closer to President Roosevelt than Harry S. Truman ever stood. Vinson is not a man 
of wealth and the lifetime security of his present job must serve as a strong 
reason for rejecting the nomination. But he gave up life tenure on a federal ap— 


pellate bench to serve as a White House aide when FDR called. 





























Principal switches to take place on Capitol Hill come next January are sub— 
stitution of Rep. Joseph W. Martin for Rep. Sam Rayburn as speaker, and of Rep. Harold 
Knutson for Rep. Robert L. Doughton of the tax—creating ways and means committee. 
Knutson has committed the Republican party to an early 20 per cent reduction in tax, 
said only house control by his party would be necessary to bring that about. 





























Facing the Administration now and requiring decision within the next 60 days 
is the important question of when the war is to be brought to an end officially. 
Much federal control depends upon the answer. The farm belt is vitally interested 
because price support has been ordered for two calendar years following the official 


declaration of war's end. 







































Should President Truman decide to wait until congress acts — which he 
probably will — that would mean farm product price support for two full years, could 
bring it along to 1949. 














Government went into a new lending business Nov. 1. It is operating as the 
Farmers Home Administration and will peg agricultural loan interest at 5 per cent, 
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cooperative lending agencies, or other responsible sources. Money will be available 
to aid in ownership, production, and subsistence. 




















Barely limping along, the veterans housing program now faces a possible 
assault from the building labor unions. They're getting restive about factory—built 
housing. Previously disposed to go along with a few experiments they have cooled 
with recent talk of turning out 400 metal houses a day. Emergency factory—built 
housing is beginning to look to them as a threat to employment. 























plants and facilities of Consolidated Vultee Aircraft. It would sell for about 
$7,000 in the California market, remain out of other areas. Higgins, Inc., New 
Orleans shipbuilders are going into that production also, offering a partially con- 
structed dwelling at about $2,400. 























Cooperatives are moving rapidly to head off an expected blast by the Senate 
Small Business Committee, based upon income tax advantages enjoyed by the co—ops. 
They'd like to rewrite the statute for farm cooperatives, meanwhile deny the special 
treatment now accorded them gives them a preferred position in the competition with 
corporate firms and individuals seeking the agricultural trade. 



































Keynote of the plan is a provision which would limit the tax-free income of 
exempted farmer cooperatives to the amounts actually paid out as dividends to stock-— 
holders at the specially limited rates set up in the law, and allow no exemption for 
funds owed to patrons but actually held in the co—op's treasury. 
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. . . Swedish Economic Deal With Russia 


. . . Effects of Krona Revaluation 
. « » Canada's New Trade Drive 
. « « Economic Renaissance in Palestine 


. . . Factors Behind Spanish Unrest 


AROUND 
THE WORLD 


By JOHN LYONS 





iA Lrmoven THE TRADE AGREEMENT recently con- 
cluded between Russia and Sweden was hailed 
at the time of signing as foreshadowing a major 
shift in the foreign trade of the two countries and 
a great expansion in the volume of Russian-Swedish 
business, some of the later reaction reported in 
Sweden has been of a somewhat less optimistic tenor. 
It has been charged that the Swedish Government 
used threats and pressure in an effort to force 
Swedish industry to submit to the agreement, and 
there is criticism also of the fact that the agreement 
provides, among other things, the grant of a Swedish 
credit to Russia equivalent to $278 million. Further- 
more, some observers are wondering whether the 
Russian agreement will work out in harmony with 
the traditional free-trade policy to which Sweden 
has adhered so firmly for many years. 

The agreement was engineered by Gunnar 
Myrdal, Swedish Minister of Commerce, who is well 
known and highly regarded in the United States and 
was one of the most trusted members in the Cabinet 
of the late Per Albin Hansson, Prime Minister who 
piloted Sweden through a succession of domestic and 
international crises during the period from 1932 
until his death in October 1946. Per Albin was 
leader of a militant labor party (Socialist Demo- 
cratic) which has been dominant in Sweden for 
almost a generation, and the country will be hard 
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pressed to find another statesman so capable. Mr. 
Myrdal has been outspoken in his friendly attitude 
toward Russia, but at the same time has reiterated 
time and again his avowal of a free trade policy and 
his opinion that the already low Swedish tariff rates 
should in the course of time be still further reduced. 

Foreign trade, an important part of the Swedish 
economy, has been enjoying a tremendous boom in 
1946. Sweden was not a participant in the war; her 
domestic industries were undamaged, and there has 
been a heavy world demand for her export products, 
now running 30% above the prewar level. Among 
the Swedish goods in particular demand are wood 
pulp, newsprint, rayon pulp, iron ore, special steels, 
ball and roller bearings, and machinery, as well as 
meat products and fish. The Swedish shipbuilding 
industry is booming, largely on contracts for Nor- 
wegian owners. Swedish imports, which were badly 
curtailed by the inability to obtain goods during the 
war, and in 1945 stood at only two-fifths the prewar 
level, have also recovered sharply during 1946. While 
the bulk of Swedish trade is with other European 
countries, the largest customer and largest supplier 
outside of that area is the United States. 


Krona Revaluation 


When Sweden revalued her currency in July 
1946, increasing the Krona from 23.8¢ to 27.8¢, 
or about 17%, there was widespread speculation as 
to the reasons behind the move and as to whether it 
possibly indicated a currency war to be joined in 
later by other countries which would in turn up- 
value their own currencies. It now seems clear that 


the Swedish move was a defense against the infla- 
tionary rise of prices still taking place in other parts 
of the world. 

The increase in value of the krona tended to offset 
the effect of rising prices on imported goods and 
thereby to stabilize the cost of living in Sweden. 
While it also means that foreign buyers of Swedish 
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goods would be forced to pay higher prices (or do 
without), there was an urgent demand trom all parts 
of the world that Sweden could supply, so that per- 
haps no better time could have been chosen to impose 
a price increase. Of course, such higher prices later 
on may prove a handicap to Sw edish exports when 
real competition again returns in world markets. 
Moreover, Sweden has not been entirely immune 
from the generally rising trend of labor costs 
throughout the world, which inevitably forces an in- 
crease in prices of goods. 

No analysis of Sweden’s international position 
should overlook the enviable state of her domestic 
economy. The only important exception is coal, for 
which she depends upon imports and has had serious 
shortages due to the inability of Poland, with a 
broken-down transportation system, to deliver any- 
where near the quantities called for in the agree- 
ment reached earlier this year. 

Commodity prices and cost of living are relatively 
stable, due to sound government policies and 
absence of deficit financing, although in addition 
there has been some use of price controls and sub- 
sidies. Gold reserves of the Bank of Sweden (Riks- 
bank) have recovered the losses experienced during 
the early years of the war and risen substantially 
above the prewar level; the same is true of foreign 
exchange holdings. 





Canada's New Trade Drive 


The favorable economic conditions in Canada 
resemble in many ways those in Sweden, being char- 
acterized by a generally stable level of prices, prac- 
tically balanced government budget, strong and 
liquid banking position, and high level of activity 
in production. and trade. Although many features 
of the Canadian economy also resemble those of the 
United States, such as the large farm crops this 
year, the progressive removal of price ceilings, and 

Although food is strictly rationed in Spain, the supply 

is abundant. But money for its purchase is very scarce. 

Photo by Wide World 





























































booming export trade, as well as the problem of 
numerous strikes, the major contrast is in the move- 
ment of commodity prices and cost of living, which 
in this country have continued their inflationary ad- 
vance. 

Canada has frankly expressed the fear of a 
“boom and bust” in the United States chat will drag 
her down also, because or 1..duscry and trade of the 
two countries being geared so closely together, 
Prime Minister W. L. Mackenzie King has declared 
that Canada must continue to hold the line on w ages 
and prices, and thus far has been able to command 
popular support to the government’s policy of re- 


sisting demands for iarge and general wage in- 
creases leading to higher prices. “Most of the war 


emergency powers are expected to expire on March 
31, 1947, provided the cost of living continues 
around the present level, which is consider ‘ably lower 
than in the U. S. 

Industrial production and mining in Canada, 
despite the restrictive effects of strikes in the steel 
and other important industries, are running at a 
level almost twice that of prewar. Canada expanded 
greatly her industrial capacity during the war, and 
now is anxious to find world markets tor the surplus 
that will be available. Output recently is slightty 
lagging in nickel, copper, and zinc, but is up slightly 
in is od, gold, ws silver. Gold production alaae 1s 
valued at more than $8 million per month. 

Canadian agriculture is in a prosperous condition, 
with most of the grains this year having good, 
although not record, crops. The bulk of the wheat 
is shipped to England under a four-year agreement 
signed earlier in the year. Crops of apples, | peaches, 
and pears were also above average, and the potato 
yield was good. 

Foreign trade is booming, with exports setting 
a new high record as a result of the heavy world 
demand for w ood, lumber, wood pulp, newsprint and 
other papers, furniture, nonferrous metals, food- 
stuffs, and furs. Income from pulp and paper prod- 
ucts has been improved by the raising of OPA ceil- 
ings in this country. 

‘Imports gener rally are also rising rapidly, with 
the U. S. supplying almost 70% Canada i is chang- 
ing around to the same viewpoint as Sweden in 
favoring a lowering of trade barriers throughout the 
world in order to improve the markets for her prod- 
ucts and to reduce the price of the goods which she 
imports. 

Banking and credit conditions are easy in Canada, 
with a strong gold and foreign erry reserve, 
and a central bank rediscount rate of 1 14%. Canada 
has been able to grant credits this year in the United 


Kingdom, France, Netherlands, Belgium, and 
U.S.S.R. totaling over $1.5 billion. The Canadian 
budget is approaching a balance, and there is a 


definite promise that income tax rates will be lowered 
again in 1947, 

The strength of the Canadian financial position 
made possible the upward revaluation of the cur- 
rency from 90% to par with the U. S. dollar. This 
increased the return on Canadian exports, while at 
the same time reducing (Please turn to page 220) 
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How New Forces 


Will Affect . 


PUBLIC 
UTILITIES 


By JAMES M. GORDON 





I T SEEMS ILLOGICAL for the utility group 

to share in the bear market psychology 
which has recently permeated Wall Street. 
The utility industry is our most stable line 
of business and should continue to be. 
Thus far it has not encountered severe 
labor troubles—the affair in Pittsburgh 
started accidentally and seems unlikely to 
be repeated, and if another episode of this 
kind occurs, the new Republican Congress will 
doubtless enact legislation to prevent utility strikes, 
in order to protect public welfare. 

The utilities have no problem with regard to in- 
ventories and bank loans—though this is worrying 
the managements of many big industrial companies 
who are unable to find the necessary components to 
complete their products. There is no problem of 
“consumer resistance” due to high prices—the utili- 
ties have been reducing the price of their product 
for many years, even during the war and during the 
present period of rising costs. There are few, if any, 
doubts regarding utility dividends—payments in 
almost all cases are conservative and well protected 
by earnings, since it is the general rule not to pay 
out more than 70-75 % of available earnings to com- 
mon stockholders. 

The utility companies can look forward with con- 
fidence to 1947, undisturbed by any fears of a busi- 
ness recession, since residential sales (stimulated by 
appliance sales and new housing) seem bound to in- 
crease. While there may be some letdown in indus- 
trial sales, the recent reconversion period proved that 
changes in industrial load mean very little in terms 
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Laceworks of high towers reach toward the sky to 
start power racing for the nation's power and light. 


of profits—the companies practically gave awav a 
vast amount of power to war industries, and were 
better off without this business from the stockholders’ 
standpoint. 

Hence it seems illogical for utility stocks to join 
in the general market decline’ What accounts for 
their poor showing? The utility market has been 
called on to absorb a large numver of equity offer- 
ings this year, resulting from the break-up of the 
holding company systems (together with a small 
amount of “new money” stock). These issues in- 
cluded Gulf Public Service, Tennessee Gas & ‘Trans- 
mission, (two offerings) Dallas Railway & Terminal, 
Colorado Central Power, United Transit, Scranton 
Electric, Indianapolis Vower & Light (new money 
issue), Pacific Gas & Electric, Public Service of New 
Hampshire, Central Maine Power, Columbus & 
Southern Ohio Electric, Arkansas-Missouri Power, 
Tucson Gas E. Lt. & Pr., Dayton Power & Light, 
California Electric Power, Ohio Edison, Central 
Ohio Lt. & Pr., Florida Public Utilities, Otter Tail 
Power, Cincinnati Gas & Elec. and (currently) Con- 
sumers Power. These issues aggregate over a quar- 
ter of a billion dollars—a very large amount to place 
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in a limited investment market, which had not seen 
offerings in this volume since the days of 1929. 

as one analyst has ponted out, the fact that most 
of these offerings represented merely a change of 
ownership did not help the situation. While the 
money largely went to the holding companies, it was 
not always immediately redistributed to the public. 
Even to the extent that it did come back to the 
market in the form of dividends or distribution of 
assets by holding companies, these payments went to 
speculators rather than to investors. Probably few 
owners of holding company stocks were buyers of 
the operating stocks which came on the market; the 
offerings had to be placed with the type of buyer 
already owning this kind of stock. In so doing they 


competed with the old seasoned issues and, since they 
offered a better yield in most cases, they exerted a 
depressing influence on the older issues. When the 
market broke, the “technical position” of utilities 
proved weak, probably for this reason. 

Utility stocks at present appear to offer excellent 
bargains to common stock buyers interested mainly 
in yield. Following are two lists which indicate the 
present yields obtainable in the 1946 offerings and 
those available in the more seasoned, old-line stocks: 


Yield on 


Yield on Original 
Recent Price 


Offering Price 
Issues sold in 1946 


Cincinnati Gas & Electric 5.0% 5.4% 

Columbus & Southern Ohio Electric 5.8 45 

Dayton Power & Light 5.5 5.0 

Ohio Edison 5.6 49 

Public Service of New Hampshire 4.7 4.0 
Seasoned Issues 

Commonwealth Edison 4.3% 

Philadelphia Electric 4.6 

Pacific Gas & Electric 48 

Southern California Edison 4.5 

Consolidated Edison 5.8 nie 

Indianapolis Power & Light 4,7 ; 


Let’s compare these stocks with a few “blue rib- 
bon” industrial issues, which even at current de- 
. 3 . . 
pressed price levels offer less attractive yields, on 
the average: 


e Yield about 
Allied Chemical 3.7% 
Burroughs Adding Machine 3.7 
American ‘Tobacco 4.1 
Parke Davis 3.6 
Corn Products 38 
Armstrong Cork 3.3 
U. S. Gypsum 1.9 
Johns-Manville 2.8 
American Can 3.5 


Good utility stocks, with the long dividend records 
and stable earnings which characterize the cream of 
our industrial issues, are available to yield about 
one-third more than prime industrial issues. One 
reason for this distinction seems to be the “inferiori- 
ty complex” which has 
dogged the utilities since 
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the New Deal entered 
the picture in 1982. In 
the heydays of the 1929 
bull market utilities were 
equally as popular as in- 
dustrials; and they acted 


NYDIVIDENDS PAID 





relatively well in 1932. 
But during the long, 
drab New Deal period 
they were depressed by 
political persecution. 
Such persecution was 
evident in many ways, 
and while aimed primari- 
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ly at the holding com- 
panies was also experi- 
enced by the operating 
companies. 

One of these methods 
which hurt the operating 
companies was the en- 
forcement of large write- 
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(Please turn to p. 217) 





THE MAGAZINE OF WALL STREET 




















lent 
nly 
the 
und 
ks: 
jinal 
cé 


de- 
on 


ds 
of 


ut 
'1- 
ce 


od 
[nn 









































































































Pertinent Financial Statistics of Selected Utility Companies 
Price- 
Operating Net Dividends Earn- 
(figures are in $ million) Operating Revenues Profit Margin* Taxes Per Share Per Share ings 
1945t 1946t 1945t 1946t 1945t 1946t 1945t 1946t 1945 1946** Ratio 
Electric-Gas Operating Cos.: 
Commonwealth Edison. ................ $191.5 $192.5 43.4% 39.2% $37.6 $37.1 $1.80 $1.92 $1.40 $1.40 17.2 
Consolidated Edison. ................0 294.4 310.7 39.8 39.5 66.8 65.5 1.78 2.26 1.60 1.60 12.4 
DDE GU IROW aa 5-sicasscccthcccatrcsaatate 85.0 88.0 19.1 21.9 3.8 4.6 1.16 1.56 1.20 1.20 16.0 | 
| 
Pacific Gas & Electric .............. 157.5(b) 161.0(b) 43.0(b) 37.2(b) 33.3(b,e) 24.8(b,e) 2.13(b) 2.67(b) 2.00 2.00 15.7 
PIE IN ccvacctcccsictnrceiersecs 65.1 65.0 42.7 38.8 19.4 14.5 3.13 4.55 3.00 3.00 13.6 
Electric-Gas Holding Cos. 
American Gas & Electric .......... $115.9(c) $112.5(c) 38.5%(c) 42.9%(c) $21.5(c) $21.7(¢) $2.42(c) $3.29(c) $1.90 $2.00 12.5 | 
American Light & Traction........ 50.2 48.2 32.1 27.0 9.4 7.3 1.77 1.60 1.20 1.20 13.7 | 
American Power & Light ........ 135.8(c¢) 137.7(¢) 52.9(c¢) 52.1(c) 31.7(c¢) 22.0(c) -1.37(c) 5.25) Nil Nil 26.7 
Columbia Gas & Electric............ 139.2(b) 140.4(b) 39.5(b)  37.8(b) 29.6(b) 21.4(b) -62(b) 1.12(b) -20 -30 8.9 
Commonwealth & Southern........ 212.5 220.9 43.9 46.5 33.1 45.1 -17 38 Nil Nil 6.3 
= 
Electric Power & Light.............. 142.4(c) 127.0(¢c) 45.2(c) 39.4(c) 37.3(c) 23.4(c) 2.04(c) 3.02(c) Nil Nil 5.3 | 
Engineers Public Service............ 68.1 61.6 46.0 42.5 7.5 10.3 2.59 3.13 Nil Nil 8.3 
Niagara Hudson Power................ 115.4 115.7 45.9 44.4 25.1 23.6 .38 1.18 Nil Nil 8.1 
North American Co. .............00 175.3(b) 172.2(b) 36.4(b) 35.4(b) 35.2(b) 28.2(b) 1.74(b) 2.24(b) 1.49(g) 1.80(g) 12.1 
Public Service of N. J............. 183.5(a) 186.1(b) 39.6(a)  40.7(b) 41.0(a) 39.2(b) 1.12(a) 2.00(b) -90 95 11.0 
Telephone Cos.: 
American Tel. & Tell.........c.cccccsos $1872.9(¢) $2038.0(c) 35.6%(c) 26.6%(c) $446.0(c) $269.9(c) $9.13(c) $9.44(c) $9.00 $9.00 17.5 
General Teleph 30.6(b) 34.1(b) 38.2(b) 34.0(b) 7.3(b) 6.6(b) 1.45(b) 2.38(b) 1.60 1.60 14.3 
International Tel. & Tel............. 134.9(a) 30.8(f) 9.8(a) 1.9(#) 5.4(a) 2.7(#) 1.27(a) def.19(f) Nil Nil 13.4 
Pacific Tel. GQ Tels sccccsccccsesscsssccss 241.5 262.6 35.2 21.3 59.3 29.1 7.09 6.11 6.50 6.50 21.0 
Natural Gas Cos.: 
Arkansas Natural Gas .............. $56.1(a) NotAvail. 14.8%(a) NotAvail. $3.3(a) NotAvail. $.41(a) NotAvail. Nil Nil 11.0 
El Paso Natural Gas.................+ 8.0(c) $8.1(¢) 52.0(c) 49.6%(c) 1.4(¢) $1.2(¢) $3.43(¢e) $3.27(c) $2.40 $2.40 15.6 
me SI RS caicrcsercsicccrecsssscs. 29.3 29.4 40.0 38.3 6.1 4.8 -99 1.17 -70 -80 15.4 
Southern Natural Gas................ 16.6 38.9 44.8 38.9 2.5 2.9 3.09 2.77 1.25 1.31% 9.7 
* Before Allowance for taxes. ** For 12 months to date. tFor 12 months ended September 30, unless otherwise indicated. 
(a) Year to Dec. 31, 1945. (c¢) 12 months to August 31. def—deficit. (b) 12 mos. to June 30. (e) Federal Income Tax only. 
(f) For 6 months ended June 30. (g) Cash equivalent of stock divid ends. 
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Problems And 


Prospects For 


The SHOE 
Industry 





By WARREN BEECHER 


sa PREDICTIONS were made early in 
October regarding shoe production in 
the immediate future, but a considerably 
more hopeful note has been sounded since 
removal of O. P. A. control. W. W. 
Stephenson, executive vice president of the 
National Shoe Manufacturers Association, 
satd the removal of ceilings on hides and leathers 
should permit the shoe industry to continue pro- 
duction and employment at a reasonably high level. 
“While shoes will not become plentiful overnight, 
we are confident that sufficient cured hides are avail- 
able for immediate delivery to tanners to bridge the 
gap until the takeoff from increased cattle slaughter 
becomes available. Higher hide prices must of 
necessity mean higher shoe prices. We believe, how- 
ever, that competitive influences will quickly assert 
themselves, and that hide, leather and shoe prices 
will not rise above the level of other commodities,” 
Mr. Stephenson said. 

Shoe production in September was estimated at 
41,000,000 pairs by the Civilian Production Admin- 
istration as compared with 46,000,000 pairs in 
August, 39,000,000 in July, 45,000,000 in June, 
and an average of 50,000,000 pairs in the first five 
months of 1946. Production for the full year 1946 
is estimated by various sources between 480,000,000 
to 500,000,000 pairs. With low stocks on hand, the 
C. P. A. foresees scarcity of footwear in retail stores 
extending at least to early March 1947. Annual 
production of boots, shoes and slippers, other than 
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rubber, for various years as shown by report pre- 
pared by the Textile and Leather Division of the 
Office of Domestic Commerce reveals some interest 
ing comparisons. ‘Total production in 1921 amount- 
ed to 286 million pairs, including men’s 69 million, 
youths’ and boys’ 18 million, women’s 101 million, 
misses’ and children’s 35 million and infants’ 17 
million. Total production increased to 351 million 
in 1923, declined to 313 million in 1924 then rose 
to a peak of 361 million in 1929, receded to 304 
million in 1930, then climbed to 415 million in 1936, 
decreased to 390 million in 1988 and rose to 424 
million in 1939 and decreased to 404 million in 1940, 
rising to a peak of 498 million in 1941, the last 
peace time year. Production in 1940 included men’s 
shoes 102 million, youths’ and boys’ 15 million, 
women’s 152 million, misses’ and childrens’ 40 mil- 
lion and infants’ 22 million. It is interesting to note 
that production of youths’ and boys’ shoes showed 
a decrease of over 3 million from the low year of 
1921, in the face of a large rise in total production ; 
misses’ and childrens’ production while increasing 
slightly over 5 million pairs over the low point oi 
1921, was very little more than the 39 million shown 
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In an all-out effort to provide half a billion pairs of 
shoes for the public, producers are working at top speed. 
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“in 1922. Per capita consumption of total footwear 
‘was slightly in excess of 2.5 pairs in 1921, reached 
'a peak for the 1920’s of almost 3 pairs in 1923 and 
' declined to approximately 2.5 pairs in 1931, then 
climbed to approximately 3.5 pairs in 1942, with 
some estimates being made of per capita consump- 
tion reaching 4 pairs in 1947 which is open to ques- 
tion. Estimates are also made that there is an 
estimated shoe deficiency of 175 to 200 million pairs 
of shoes, which would not be satisfied until 1948. 











Tanning Outlook Uncertain 





Effect of price decontrol on the hide and leather 
‘companies will eventually be good, but at the pres- 
|-ent time, the outlook for the tanning companies is 
| poor, with skins for tanning purposes currently be- 
"ing offered at more than twice the old ceiling prices 
| in some cases. Operations of these companies were 
' curtailed in the first half of the year, due to diversion 
'of substantial quantities of cattle from  estab- 
| lished packing houses to the black market, with 
| resultant lowering of quality of available skins, due 
"to careless and inexperienced removals. Imports 
were restricted due to low ceiling prices, and heavy 
demand from other countries at “higher prices than 
American companies could pay. In addition to these 
factors, ceiling prices on finished leathers remained 
at the same price as 1941, until the 6 per cent in- 
crease granted in June. Ample supplies of hides for 
tanning purposes will not be available to the tanners 
' for about a month, due to the 30-day curing period 
required before skins are shipped to the tanners, but 
at the end of that period, supplies should be plenti- 
ful with the price factor very uncertain. 


Results of decontrol on the hide market 
revealed no offerings of hides by the big packers. 














One large shoe manufacturer was reported to have 
bought a quantity of hides at 25 cents a pound 
compared with the former 151% cent ceiling price, 
in order to avoid shutting down his plant. Few 
other actual sales were reported. Quotations in the 
Chicago market were 24 cents a pound on country 
hides and 25 to 26 cents on small packer hides. The 
New York market quotation on heavy native steer 
hides was 33 cents a pound against the former ceil- 
ing of 151% cents, while calf-skins were quoted at 
$7.70 for a 9 to 12 pound skin as compared with 
the former ceiling of $3.55. Tanners were taking 
a doubtful view of these prices, and were shieing 
away from the market at present levels, fearing 
consumer resistance. Opinion in the trade was gen- 
eral that prices would settle within thirty days at 
lower levels. Manufacturers are united in opposi- 
tion to any large rise in cost of raw materials which 
would tend to increase prices considerably, in fear 
of consumer resistance, and will withhold purchases 
at present exorbitant levels, restricting them to the 
extent necessary for immediate operations, and any 
increases in prices of raw materials will not be pas- 
sed on unless absolutely necessary. 


Shoe Men Favor Holding Price Rises 


Dire predictions were made by the O. P. A. that 
removal of price restrictions would result in increases 
of 20 to 30 per cent, and some estimates of 50 
per cent were made by certain individuals, but these 
predictions are not borne out by the facts. Wide- 
spread opposition to any boost in shoe prices to the 
public developed, with manufacturers, as well as 
retailers and tanners joining in the movement. 
Despite the fact that somewhat higher prices will 
eventually have to be paid for hides, one large 
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Pertinent Statistics on Leather and Shoe Companies 
- Net Sales—————Net Profit Morgin— Net Per Share— Dividends Per Share Price 
($ million) Recent Earnings Dividend 
: 1945 1946 1945 1946 1945 1946 1945 1946 Price Ratio Yield 
(Interim) (Interim) (Interim) (to date) 
HIDE AND LEATHER: 
; Allied Kid. $10.1 $10.4 4.2% 4.6% $1.62 $1.84 $1.00(x) $1.25 $20 10.9 6.2% 
; Ama'‘gamated Leather........ 5.0 4.1Je6 4.7 9.6Je6 -30 -89Je6 Nil Nil 8 26.6 
American Hide & Leather. 11.1 6.8 5.7 2.5 -71 def.06 Nil Nil 8 
ee 20.6 5.5Ap3 4.0 N.A. def.55 def.64Apé6 Nil Nil 10 
SHOE MERS.: 
Brown Shoe (a).........0..00..... $56.4 $24.2Ap6 1.4% 4.1% Ap& $1.60 $1.96Aps $1.00 $1.15 $35 21.8 3.3% 
Endicott Johnson.................. 102.1 103.1 2.2 2.2 4.90 4.92 3.00 3.00 73 14.8 4.1 
Florsheim Shoe "'A'' (a)... 16.6 4.5Ap3 6.0 N.A. 1.50 1.05Ap6 1.00 1.50 24 16.0 6.2 
General Shoe.....................-. 51.2 42.0319 2.2 4.6519 1.71 2.68J19 1.00 1.60 34 19.9 4.7 
de ee 148.8 66.5My6 3.7 4.2My6 1.66 -B4My6 1.80 1.80 40 24.0 4.5 
Melvil'e Shoe (a).... 56.8 31.6Je6 4.2 7.2Je6 1.05 1.05Je6 1.00 1.15 25 23.8 4.6 
SHOE DISTRIBUTORS 
A. S. Beck Shoe.................. $44.6 $18.4Je6 2.0% 5.1%Je6 $1.98 $1.98Je6 $ .20 $1.00 $22 11.1 4.5% 
Edison Bros. Stores (a)..... 53.2 31.7Je6 2.6 5.9Je6 1.39 2.09Je6 75 1.25 27 19.5 4.6 
Kinney, G. R 28.2 15.1Je6 1.8 4.1Je6 -86 2.21Je6 Nil -50 19 22.1 2.6 
Schiff Co. 24.6 N.A. 2.5 N.A. 2.74 2.95Je6 1.25 1.50 35 12.8 4.3 
Sp Shoe 9.9 5.1My& 1.4 2.7My6 -53 -52My6 Nil Nil 8 15.1 
(a) All figures adjusted for 2-for-1 split (b) All figures adjusted for 3-for-2 split. 
(x) Plus 10% Stock 
Ap3—For 3 months ended April 30 Ap6—For 6 months ended April 30 Myé—For 6 months ended May 31 Je6—For 6 months ended June 30 
JI9—For 9 months ended July 31. 
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manufacturer in St. Louis announced that his com- 
pany would not raise prices, and would accept orders 
at the same prices. There was general realization in 
the trade that marked consumer resistance would 
develop to any sharp increase in prices. A check 
of retail shoe stores revealed no rush by the public 
to stock wp before higher prices went into effect. 

Many other manufacturers expressed sentiments, 
but declined to make official statements. Byron 
Gray, president of International Shoe Co., St. 
Louis, said that “both manufacturers and retailers 
are vitally interested in keeping prices just as low 
as costs will permit.” John A. Bush, president of 
Brown Shoe Co., predicted that “keen competition 
within the industry will help protect the consumer 
against high prices.” Opinions in the New England 
area generally favored higher prices, with the excep- 
tion of Regal Shoe Co., whose vice-president, J. A. 
Holmes, stated, that no increase was contemplated 
by his firm. The New England Shoe and Leather 
Association, which represents most manufacturers 
in the area, conceded that an increase in retail prices 
was inevitable. 


Predictions Difficult 


With removal of controls and return of the in- 
dustry to a normal competitive basis, outlook for 
industry is clouded at present, and unsettlement is 
looked for in the immediate future. Settlement of 
the hide market to a more realistic basis, probably 
in 30 to 60 days should enable both manufacturers 
and tanners to plan operations in a more orderly 
manner for 1947. Recent forecasts by government 
agencies of a national income of $170 billion for 
1947 should mean prosperity for the shoe industry 
next year. . 

Brown Shoe Co., third largest domestic shoe 
manufacturer, reported net profit for the six months 
ended April 30, 1946 of $1,005,653 equal to $1.96 
a share on 492,000 shares of common stock, as com- 


pared with $441,127 or 89 cents a common share 
in like period of preceding year. Improved results 
were mainly as a result of elimination of excess 
profits taxes, with prospects for the last half of the 
company’s fiscal year equally as good. Company 
has an excellent record, lowest recorded earnings 
since 1927, were $191,471 reported in 1938. Net 
income for year ended October 31, 1945 was $791.,- 
270 equal to $1.61 a common share, based on present 
outstanding shares. Financial condition was strong 
on April 30, 1946, current assets amounting to $21,- 
801,000 and current liabilities to $4,271,000, leav- 
ing net working capital of $17,530,208. Company 
issued 40,000 shares of $3.60 preferred stock dur- 
ing the year. There was no funded debt out- 
standing. 


Other Results 


Endicott Johnson Corp. This company is the 
second largest manufacturer of men’s, women’s and 
children’s shoes. Net profit for 52 weeks ended 
June 1, 1946, amounted to $2,284,797 equal after 
preferred dividend requirements, to $4.92 a share 
on 405,360 shares of common stock, comparing with 
$4.90 a common share in like period of preceding 
year. Company is one of the most stable in the in- 
dustry, lowest earnings since 1927, were 14 cents a 
common share in 1930, with next lowest being the 
$1.21 a share reported in the poor year of 1938. 
Lowest dividend paid by the company was $2.25 a 
share in 1932, with $3 a share paid in all other 
years since that time. Financial condition was 
strong on June 1, last, current assets amounting to 
$47,479,000 and current liabilities to $10,954,000, 
leaving net working capital of $36,524,000 as com- 
pared with net working capital of $33,818,000 a 
year earlier. 

Florsheim Shoe Co. This large manufacturer 
and retailer of quality shoes is another company 
with an excellent record of earnings, with lowest 
earnings since 1934, being 
$402,000 recorded in that 
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year, and peak earnings 
since that time being the 








$1,238,000 reported in 
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1941. For six months end- 
ed April 30, 1946, net 
profit was $708,374 equal 
to $1.05 a share on 364,- 
408 shares of Class A stock 
and 53 cents a share on 
618,120 shares of Class B 
stock, comparing with 
$503,735 or 63 cents a 
share on 472,586 Class A 
shares and 82 cents a share 
on 654,828 shares of Class 
B stock in like period of 
preceding year. Class A 
and B stocks were split two 
for one since date of last 
report, and earnings were 
figured on present stock 








SOURCE: DEPT. OF COMMERCE 
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(Continued on page 210) 


THE MAGAZINE OF WALL STREET 





Di 


Sing 





hold 
to m 
dust: 
odice 
622 
form 
outs! 
broa 
migl 
tion 

B 
tion: 
plos 
on ¢ 
upo! 
first 
cont 
ly it 
two 
Pow 
lead 

I 
com 
Uni 
Opry 


dive 


NO 






at 


ws 
5° 


i 


Fo aws 


mn O 


ma to Ser Oo pe em 


— an 








Du Pont 


Single-Stock Investment Trust? 





From du Pont laboratories an endless stream of miracles pours forth to make life more worth while. 





Photo by Wide World 


By H. S. COFFIN 


HILE A SIZABLE ARMY of investors, distributed 

among all the States in the Union, confidently 
hold du Pont shares as near tops in their portfolios, 
to many others the setup and potentials of this in- 
dustrial giant are less intimately appreciated. Peri- 
odically the company ‘takes pride in keeping its 87,- 
622 owners of common and preferred stock well in- 
formed of its annual and interim progress, but for 
outsiders considering these reports a somewhat 
broader understanding of what is behind this picture 
might prove constructive. To provide this informa- 
tion briefly will be our endeavor. 

Born way back in the aftermath of the Revolu- 
tionary War, in 1802 to be precise, du Pont ex- 
plosives ever since have supplied the sinews of war 
on an expanding scale in every military program 
upon which the Nation has embarked. During its 
first century of growth, it established or acquired 
control of so many other powder concerns, that final- 
ly it was obliged by court order to divest itself of 
two subsidiaries, Hercules Powder Co. and Atlas 
Powder, themselves now rated among the country’s 
leaders in this special field. 

But with the advent of War 1, the abrupt and 
complete shutting off of German chemicals into the 
United States awakened du Pont to an unparalleled 
opportunity for jumping into the breach, and to 
diversify its activities. As everybody knows, the 
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company now ranks as by far the largest producer 
of chemicals in the nation. But invasion of this broad 
field was only one step in implementing du Pont’s 
wider plans to utilize its vast capital resources, for 
in 1917 it invested a very substantial sum in General 
Motors Corporation and at the end of 1945 still 
held in its treasury 10 million shares of GM stock, 








Sources of Du Pont’s Revenues—Percentage 
Breakdown of Annual Sales* 


Industries Served: 




















Textile 22% 
URROIRGU asnsn cosas aces 22 
Paper container and wrapping 12 
MIE, cee ccacevecceccetensttnccasv ocx cicqcaciacentsgnsatemmpenadisncusnecseubaingas ‘2 
I oasis sadeacersrcessctenvescavnsoasacsnstevanesedeocuseramndenanntaadanehioin 9 
rere i DC cs ssc soo a a sccocopsnsaccanosysasccatoclematosennennees 5 
ran Cae Gi sacs eccentricities 5 
Export (excluding sporting & military powders)................ 4 
Dai NO pra deen ccc sac sandacceancscncatsceiecarisembiveacredcarsteddiundacaine a 
Ue Te «The asia cas ca siccctcsesssicctoccecennsoscnncevs 2 
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Sporting & military powders, (incl. export)..............0004 2 
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Significant Changes In Balance Sheet Items 
(000 omitted) 
December 31, June 30, 
ASSETS 1937 1946 Change 
Cash $45,489 $209,864 +$164,375 
Marketable securities .............. MRIS). pecceempeess — 58,636 
Receivables, net 21,761 52,250 + 30,489 
Inventories, net 63,473 88,409 + 24,936 
TOTAL CURRENT ASSETS .... 189,359 350,523 + 161,164 
Plant and equipment ............ 354,399 539,102 -+ 184,703 
Less depreciation 104,968 292,508 + 187,540 
Net plant ............... 249,431 246,594 — 2,837 
Other assets .......... 260,349 356,286 + 95,937 
TOTAL ASSETS 699,139 953,403 -+ 254,264 
LIABILITIES 
Accts. payable and accruals... 19,888 56,802 + 36,914 
Reserve for taxes ...............- 13,971 2,192(a) — 11,779 
TOTAL CURRENT LIABILITIES 33,859 58,994 + 25,135 
Deferred liabilities .................. 8,805 34,997 + 26,192 
Short term debt 2 ae -- 1,055 
Be Ne I TINS cecccécnsaisctcvcsee > “anesonse 11,558 + 11,558 
Reserves 30,037 43,267 + 13,230 
Capital 380,610 391,256 + 10,646 
Surplus 244,773 413,331 + 168,558 
TOTAL LIABILITIES. ............. Se 699,139 953,403 + 254,264 
WORKING CAPITAL 155,500 291,529 + 136,029 
RDUTTOUE TRTIO ecceccccsccccicosersesecee 5.6 6.0 +- 4 
(a)—After deducting $97.8 million U. S. securities. 




















equal to 22.7% of the total outstanding number. 
Just how this profitable investment has contributed 
to du Pont earnings will be discussed later on. 
Aside from ownership of over 99% of the pre- 
ferred stock of Remington Arms Co. Inc., du Pont 
holds a majority control of the common, also, thus 
increasing its income from sales of sporting arms 
and ammunition as well as of important chemicals. 





By degrees during years past, du Pont has acquired 
complete control of dozens of important concerns 
formerly owned in part and absorbed them into its 
own complex structure. Through this process, and 
by its own expansion, the company has become en- 
gaged as large scale producer, if not the dominant 
domestic maker, of dyes, pigments, rayon yarns and 
fabrics, inorganic and organic chemicals, and peace- 
time explosives, to cite only a few of its many activi- 
ties. As a maker of photographic supplies du Pont 
also ranks high. To list all of the company’s output 
would require a volume for space. 

As for Latin-American interests, du Pont subsi- 
diaries or affiliates operate in a number of the more 
important countries in the Southern Hemisphere, 
including Mexico, Guatemala, Peru, Chile, Argen- 
tina, Uruguay and Brazil. Among these foreign 
holdings, an approximate half interest in Industrias 
Quimicas Argentinas “Duperial” S. A. produces 
sizable revenues for du Pont from production of ex- 
plosives, rayon yarns, acids and other chemicals. 
And these Latin concerns also serve as important 
outlets for many American products bearing the du 
Pont label. To facilitate trade along the Eastern 
coast of South America du Pont owns and operates 
its own fleet of freight ships. 

To give some idea of the highly diversified domes- 
tic markets which du Pont taps and which serve to 
boost and stabilize the company’s income, we append 
a table which shows how sales are divided among 
various industries. Since 1924, there has been more 
than 100% growth in the chemicals field. 

Now that peacetime conditions have returned to 
the economy, and du Pont can turn to normal pro- 
duction, rather than military output which pushed 
net sales to above $611 million in 1945, vastly wide 
new horizons have opened up to strain the com- 
DD pany’s capacity to the 
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limit. The demand for 
war-developed plastics 
and synthetic rubber, 
nylon yarns and fabrics, 
along with countless new 














Y 1936 | 


1937 1938 1939 1940 1941 
ps 7.65 | 7.17 ; 
1932 | O1V. 10 6.25 3. 7.00 7.00 7 


200 








uses for transparent 
“Lucite” for toilet arti- 
cles and household equip- 
ment, has grown to seem- 
ingly insatiable propor- 
tions, while sales of in- 
dustrial chemicals con- 
tinue to run at record 
high levels. Signalling 
confidence that this boom 
will prove no temporary 
occurrence, du Pont now 
plans to utilize part of 
its some $200 million 
cash in the treasury to- 
wards an expansion pro- 
gram which may involve 
about $300 million dur- 
aor Y aoe) shee ing the next few years, 
6.60 somewhat depending of 
course (T'urn to pg. 221) 
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6 Selected Stocks 


—With Long Dividend Records 





Selected by OUR STAFF 


A’ A PERIOD WHEN the stock market reflects rather 

general uncertainty as to how the 1947 economy 
will develop, selectivity more than ever should be- 
come the predominant factor for the cautious in- 
vestor. While the time has not yet arrived when our 
Magazine can confidently advise broad scale acquisi- 
tion of stocks for either income or appreciation, in 
the interim it is highly advisable to study the records 
and current status of a few strongly established con- 
cerns, with an eye to their possible addition to port- 
folios should market conditions so warrant. With 
this in mind, we have weeded out six sound enter- 
prises which have displayed ability over an extended 
period to pay dividends uninterruptedly, regardless 
of variations in general business activity. 


PENNSYLVANIA SALT MANUFACTURING CO.: 
Only four years from now this concern will round 
out a full hundred years in its career. Its name is 


somewhat misleading, for the business long ago out- 
grew its original purpose, expanding into a number 
of different fields, the most important of which now 
involves heavy chemicals in wide use by a score of 
major industries. While industrial salts naturally 
weigh heavily in the company’s diversified output, 
acids, alumina, carbons, anhydrous ammonia, chlo- 
rates, chlorides and various sodium products are 
among its ‘offerings. Additionally, Pennsylvania Salt 
makes a long line of specialties, some sold in pack- 
age form, including laundry and dry cleaners, bottle 
washing compounds, lye, special cements and insec- 
ticides. Company owns ten plants, strategically lo- 
cated in four main sections of the country, in other 
words Pennsylvania, Michigan, Texas and the North- 
ern Pacific Coast. In Pennsylvania, a subsidiary sells 
electric power to the area adjacent to its plant there. 

While main reliance upon industrial markets has 
exposed the company to the usual decline in demand 
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1939 1940 1941 1942 1943 1944 1945 1946 
NET PERSH.1.73 230 2.20 1.89 1.87 1.94 192 1.95 


DIV. PERSH.1.20 1.80 1.60 135 1.30 130 1.30 1.30 
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BEECHNUT PACKING CO. 
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1938 1939 1940 1941 1942 1943 1944 1945 
NET PER SH.5.78 565 661 6.19 602 633 564 4.83 
DIV. PER SH.5.50 5.75 625 625 525 S00 5.00 4.50 
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when the economic skies have grown dark, and earn- 
ings at such times have not been satisfactory, the 
cash position has been maintained at such a generous 
level that never since 1863 has this sound concern 
failed to distribute dividends to its shareholders. 
Fact is that the efficient management has ex- 
perienced little difficulty in restoring earning power 
to a stable basis rather quickly after temporary 
periods during which it suffered. 

Currently, the balance sheet for the year ended 
June 30, 1946 showed cash alone of $4 million 
against total current liabilities of $2.8 million, and 
total working capital close to $10 million. On net 
sales for this period of $24 million, Pennsylvania 
Salt earned $1.4 million for its shareholders, equal 
to $1.30 on its common stock now outstanding, dis- 
bursing the entire amount in the form of dividends. 
In selling recently around 40, the price was equiva- 
lent to 200 on the shares prior to a 5 to 1 split-up 
earlier in the current year. 


PARKE, DAVIS & CO.: In the search for concerns 
with long rated dependability for stable earnings, an 
investor would have to look far and wide to find one 
with a record better than that of Parke, Davis & Co. 
Ranking as one of the largest manufacturers of 
pharmaceuticals, this business has back of it a suc- 
cessful experience dating back to 1866 and in no year 
since 1878 have its stockholders failed to receive 
their dividend checks. In the course of time repute 
for its numerous products has brought worldwide 
markets to its doors, as a result of which the com- 
pany now has laboratories or sales offices in some 
ten foreign countries, in addition to at least twenty 
in different American cities. Of total sales about 
70% are domestc, 20% in England and the balance 
in other areas. 

As demand for established medical products re- 
cedes only slightly during periods when the national 
income shrinks, operations of this well-entrenched 
leader in its field have always been far above aver- 
age stable. Net earnings similiarly have kept on a 
relatively even keel, as shown by a dip to only $1.16 
per share in the generally depressed year 1932 as 
compared with $1.76 in booming 1929. While 
growth in volume has been consistent for many years 
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1938 1939 1940 1941 1942 1943 1944 1945 
NET PER SH.1.77 1.89 167 164 1.29 168 4155 1.59 


DIV. PER SH.1.70 1.80 1.60 1.60 1.30 130 1.30 1.30 





it has never been spectacular at any time, nor have 
net earnings even kept pace with sales gains. But 
so dependable has net been that this counts heavily 
in the scale, and has warranted unusual liberality 
in the portion of profits passed on to shareholders, 
sometimes in the form of extras. Last year $1.59 


was earned per share on sales of $54 million, and as | 


result of rising sales in the current year and relief 
from heavy EPT taxes, a sharp uptrend in profits 
is in progress. ‘The dividend has been raised to 40 
cents per share quarterly, and as the financial status 
is most favorable, the rate is more likely to improve 
rather than decline. 


CANNON MILLS COMPANY: As the world’s most 
important maker of towels and also a sizable produc- 
er of sheets, draperies, cotton textiles and yarn, this 
well entrenched concern is known to most housewives 
throughout the land. While in its present shape thie 
corporation began only in 1928, a number of mills 
brought into the family at that time had long been 
known as the “Cannon group” for nearly forty years 
prior to the consolidation. Combined annual capaci- 
ty of these mills, ten in number, is about 85 million 
pounds of cotton products. 

Annual sales of Cannon pushed ahead to a peak of 
$90.8 million in 1943 from a level of $45.4 in 1939, 
but for the past few years have trended moderately 
downward to a point of $79.3 million in 1945. Be- 
tween price ceilings and heavy taxes, however, net 
earnings were held at a relatively stable level, as 
shown by a reported net per share of $3.64 on the 
smaller volume in 1939 against $3.91 during the 
1943 peak year of sales and $3.24 in 1945. Since 
1890 the business has produced sufficient profits to 
pay dividends without a break. Currently, demand 
for the company’s products is keeping sales at a 
high level, with an uptrend in prices pushing dollar 
volume up faster than by a quantity yardstick. 

Federal controls upon the indutry, both as to pric- 
ing and output, have seriously hampered a return 
to normal operating efficiency, but now that complete 
relief has been afforded, operating profits should 
rapidly trend upward. Chief near term hazard is a 
possibility that consumer resistance to high prices 
may cause a sudden slump in cotton goods sales for 
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1938 1939 1940 1941 1942 1943 1944 1945 

NET PER SH.231 364 388 316 462 3.91 329 3.24 

DIV. PER SH. 150 225 2.00 2.00 200 200 2.00 1.00 
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GEN’L AMER. TRANSPORTATION 
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1938 1939 1940 1941 1943 1944 1945 
NET PER SH.291 3.11 4.11 3.75 384 3.05 2.73 


DIV. PER SH.2.2S 2.374 3.00 3.00 2.00 2.25 2.50 2.50 


1942 
3.27 








a while and leave the manufacturers with record 
breaking inventories on hand. But in the case of Can- 
non, its working capital of $36 million is so ample 
that a temporary recession in business should not be 
a serious threat to maintenance of its 75 cents per 
share quarterly dividend. 


BEECH-NUT PACKING COMPANY: Another strong 
concern with a fine record for operational and 
dividend stability is this long established producer 
of chewing gum, candy, coffee, peanut butter, 
strained and chopped foods. For the past 47 years 
Beech-Nut has made steady headway in entrenching 
itself in trade and popular favor, with the result 
that even during the most severe depressions of the 
present century the company has displayed ability 
to reward its shareholders with uninterrupted divi- 
dends. Quite clearly the character of the company’s 
products promotes a relatively stable demand in both 
good times and bad, lending investor confidence to 
this special business. 

Although hampered by a shortage of chicle and 
sugar during war years, the company succeeded in 
nearly doubling its volume between 1939 and 1944. 
For the latter year, sales were reported as $40.9 
million, and while relative figures for 1945 are not 
available, net profits last year were only slightly 
below those for the previous period, a fairly certain 
indication of well sustained volume. During earlier 
war years, net profits consistently held above ‘the $6 
per share mark but for the past two years have 
trended moderately downward to a level of $4.84 in 
1945. For the first six months of 1946, a decline in 
operating profits of some $942,000 was more than 
offset by relief from EPT, the per share net rising 
to $3.28 for the period compared with $2.44 for the 
first six months of 1945. Thus the $1 per share 
quarterly dividend is being amply earned, and as 
the company has been traditionally liberal with its 
shareholders, prospects for an improvement in the 
rate are by no means fantastic, if viewed optimis- 
tically. 


GENERAL AMERICAN TRANSPORTATION COR- 
PORATION: Long established, stable earning power 
is an outstanding characteristic of this interesting 
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1942 
S44 $42 427 375 3.07 3.18 
2.00 2.00 2.00 2.00 


1938 1939 1943 
NET PER SH.3.50 5.7! 


DIV. PER SH.200 4.00 3.50 3.50 





concern. One reason for this advantage is the com- 
pany’s diversified business, which tends to assure 
substantial income at times when many other indus- 
tries experience rough going. As originally set up 
in 1916, the basic idea of the enterprise was to 
acquire various types of freight, refrigerator, tank, 
and cattle cars and lease them to industrial users by 


the month or trip. Because the company’s own 
capital furnished the equipment, the process took 
the load off from the shoulders of the users or the 
railroads, while revenues from rentals or mileage 
paid by the carriers sufficed to amortize the invest- 
ment and leave a satisfactory margin for net earn- 
ings. It will be recognized that the nature of the 
undertaking practically eliminated credit risks, and 
the flexibility and convenience afforded to customers 
tended to keep income at a satisfactory level during 
generally lean periods. For example, even during 
dismal years like 1932, 1933 and 1938 General 
American’s net per share averaged around $3. 

As matters stand now, this concern owns some 
56,000 railroad cars of various description, from 
which it derives revenues according to a scale set by 
the Interstate Commerce Commission. Furthermore, 
as an aid to both integration and diversification, 
General American has now become the fourth largest 
builder of freight cars in the country on its own 
part, besides holding about a half interest in Pressed 
Steel Car Company. For this end, it operates three 
main plants for car building plus 35 others for serv- 
icing and repairs. Additionally, large storage 
facilities and refrigerating plants are owned and 
operated. 

From a financal viewpoint, this concern is well 
fortified with working capital of $23.6 million in 
addition to rolling stock carried on the books at $56 
million, after allowance for $86 million depreciation. 
Outstanding are about $15.5 million equipment trust 
certificates and 1,041,594 shares of $5 par common. 
For many years past, net earnings were well above $3 
per share and dividends for the past two years have 
been at an annual rate of $2.50 per share. 


UNITED STATES GYPSUM COMPANY: Our largest 
(Please turn to page 223) 


producers of gypsum 
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NLY A FEW WEEKS now remain before the tax 

year of 1946 will come to an abrupt end. This 
means that action must be prompt by investors hope- 
ful of reducing their income taxes through the 
medium of portfolio readjustments, for the deadline 
is near at hand. The intricacies of Federal taxation 
are so complex and vary in importance so decided- 
ly, that our advice is consult a paid specialist when 
sizable lists of stocks or bonds are involved. To dis- 
cover opportunities or disadvantages arising from 
the sale or purchase of securities tied in to tax con- 
siderations would be a virtually hopeless task, but 
the absence of full information from individual 
sources. In a previous article, however, we explained 
a few of the main features of the Capital Gains tax, 
and with the hope that our effort proved construc- 
tive to many of our readers, we will now continue 

our discussion along somewhat similar lines. 


CHECKING UP ON PAST SALES—TIf an investor 
has awakened for the first time this year to potential 
tax savings which may be achieved legitimately 





The individual tax problems reviewed in this article are typical 
of specific questions submitted frequently by our subscribers. 
The issues involved in these problems are analyzed, and the tax 
principles stated, as these are questions of:.broad interest to in- 
vestors generally. 
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through provi- 
sions of the 
Capital Gains 
and Losses sec- 
tion of the 1941 
Revenue Act, he 
may not realize 
that it is by no 
means too late to 
capitalize upon 
previous over- 
sights. For this 
reason, or for 
that matter as a 
routine proced- 
ure, it is wise to 
look over old 
records of the 
past five years to 
ascertain whether 
sales of securities 
or other proper- 
ty resulted in net 
losses which may 
have been over- 
looked in making 
up income re- 
turns during this 
period. Fact is 
that the law per- 
mits such clearly 
established sums 
in the red ink 
column to be car- 
ried forward as an 
offset to capital 
gains reported 
during a five year period ahead, or to deduct them 
from ordinary income to the extent of $1000 in any 
one year. As even a capital loss suffered as far back 
as 1941 would still be available to trim down the 
size of checks paid to the tax collector in 1946, or- 
dinary caution should dictate that old records be 
carefully reviewed in determining final tax figures 
for the current year. 


aaa 
be a 


TIMING OF TAX SELLING—One important thing to 
bear in mind is that while securities sold at a loss 
may not be repurchased within 30 days if the deficit 
is to be deducted from taxable income, no such bar- 
rier exists when stocks or bonds are sold at a profit. 
In the latter case the securities sold may be im- 
mediately rebought if so desired. But even when 
such considerations enter the picture and if the se- 
curities have been held for less than six months judg- 
ment as to market trends can play an important role. 
Interestingly enough, this timing factor is sometimes 
a challenge to hasty sales merely because it is believed 
that stock prices are going lower. As an explanation 
of this seemingly unorthodox suggestion, it may be 
realized that by waiting for a sale at a reduced prof- 
it, the tax money saved can be larger in amount than 
the difference in profit taken. For example, a man 
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with $20,000 income which included a short term 
capital gain of $6000 would have a tax bill of ap- 
proximately $3300 as the tax collector’s share of 
the profit. But if by waiting until a time when six 
months holding had become realistic, even if the 
capital gain then came to only $4000, the same man 
would have to pay a tax upon it of $1000. In this 
case his retained profit after taxes would be $3000 
compared with about $2700 if the securities had been 
sold sooner and at much higher prices. The main 
lesson to be learned is that it may pay decidedly to 
wait until securities have been held for a full six 
months before selling, even if the delay entails 
a shrinkage in the profit which could be achieved. 


AMORTIZATION OF BOND PREMIUMS—TIf through 
ultra-conservative policies you own some some high 
grade bonds for which you paid a high premium, do 
not overlook the fact that the Revenue Law permits 
you to deduct a portion of it each year from your 
income. Due to exceptionally easy money rates, 
prices for some top grade bonds in recent years have 
often risen to above 120, for example. If you bought 
some at this level and held them for eventual retire- 
ment in perhaps 20 years, you would receive a sum 
equal to only their face value at maturity, occasion- 
ing a long term loss of $200 on each $1000 bond. For 
this reason, permission is granted to apportion the 
prospective shrinkage in value over the vears re- 
maining before the bond becomes due, or in the case 
cited $10 a year, in figuring your income tax re- 
turn. 


DIVIDEND ARREARS—Suppose that, as has fre- 
quently occurred, an investor buys some preferred 
stock considerably in arrears as to dividends, with 
the expectation that with the advent of improved 
earning power the stock will be redeemed or the 
overdue dividends partially or completely paid up. 
Quite often arrears continue to accumulate for many 
years, only to be cleared up at one stroke in the 
end. When this happens, even if the investor has 
held the shares for only a portion of the time dur- 
ing which the dividends piled up, the amount re- 
ceived when they are actually liquidated is con- 
strued as a capital gain, thus limiting the tax to a 
ceiling of 25% if the stock were held for more than 
six months. This despite the fact that had the divi- 
dends been paid upon regular schedule they would 
have been fully taxable. Another wrinkle perhaps 
not widely appreciated is that if stocks are sold at 
a time when dividends have been declared but not 
actually paid, and if the sale is made at a profit, the 
holder can immediately restore them to his portfolio 
after the dividend has been paid. Although until 
the shares sell ex dividend the price received pre- 
sumably includes a fully taxable dividend, in prac- 
tice the sum involved is rated as a capital gain. 
DEDUCTIONS FROM ORDINARY INCOME-—Many 
kinds of minor expenses incurred by investors in the 
course of their program, if added up, may consti- 
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tute a very legitimate basis for reduction of income 
taxes. Under current conditions when it seems likely 
that 1947 income rates may be lowered, it might pay 
to scan these outlays with care, making sure that 
wherever possible they are accomplished before the 
end of this coming December. The time when they 
may be used to best advantage to help hold down in- 
come taxes probably is right now, in 1946. Hence if 
you owe any interest upon outstanding loans, have 
an unpaid bill for Investment Counsel services, trust 
account fees, or the like, it may be wise to pay them 
off promptly rather than wait until after the year 
end. Additionally, if stock transactions are made 
prior to New Years Day, be sure to take note of 
expenses incurred for brokerage. Conversely, there 
may be situations where income normally coming in 
just before the year closes can be legitimately de- 
layed in order to allot it to next year’s income tally. 


WORTHLESS SECURITIES—During a long period 
many investors make a speculative purchase of se- 
curities, either stocks or bonds, which result in a 
total loss eventually. If this has happened at any 
time during the current year, the Law has a curious 
habit of setting the date of demise as of December 
30, thus affecting their characterization as long or 
short term losses. When it comes to deducting a loss 
of this kind from income, however, the tax payer 
has got to submit definite proof that the securities 
involved actually have become worthless, for he can- 
not get by with a mere statement to this effect. For 
instance, a bankruptcy petition to show that stock- 
holders were in a hopeless position might prove ac- 
ceptable, or evidence that a corporation has been 
dissolved with nothing left for the shareholders. An 
approved reorganization where former equity hold- 
ers were left completely out in the cold also would 
furnish valid proof of total loss. But where final 
settlement has not been reached, or the least chance 
exists for realizing salvage which might lessen a 
prospective loss, the tax collector is not apt to agree 
with the tax payer that his loss as claimed is ac- 
ceptable. 


REORGANIZATIONS—If a holder of defaulted 
bonds acquired them prior to the lapsing of inter- 
est payments and in view of favorable reorganiza- 
tion proceedings expects to continue them in his 
portfolio indefinitely, steps taken shortly before the 
plan becomes operative may save him some money. 
Interest long accrued on the defaulted bonds may be 
largely liquidated at the time above mentioned, and 
might constitute a sizable addition to the tax payer’s 
ordinary income. By selling the bonds just before 
final settlement is made, however, the accumulated 
income would be included in the price received and 
considered as a capital gain. By a repurchase of the 
bonds after the reorganization, an investor can 
easily reestablish the former status of his portfolio. 


EXCHANGES OF SECURITIES—While the most 


foolish thing an investor (Please turn to page 223) 
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Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MacGazine oF WALL StrReEEt’s Index of Bond 
Prices showed the following changes for the 
period indicated : 


On On 

Nov. 2 Nov. 9 
40 Domestic Corporates 116.8 116.8 
10 High Grade Rails 111.7 111.9 + 2 
10 Second Grade Rails 253.4 254.1 + .7 
10 High Grade Utilities 98.7 98.4 — 3 
10 High Grade Industrials 100.3 100.3 
10 Foreign Governments 130.8 130.8 


Feature of last week’s bond market was its dull- 
ness with a marked falling off in volume. Composite 
average of 40 domestic corporate bonds showed no 
change for the week, with no change being shown for 
the high grade industrials and foreign governments. 
The second grade liens showed the largest change 


for the week, gaining 0.7, with the high grade rails 
gaining 0.2 for the period. The utility average 
showed a loss of 0.3 for the week. Featured in last 
weeks trading were the bonds of railroads in re- 
organization, some of ‘which showed sharp gains. 
Income bond issues of recently reorganized railroads 
have rebounded sharply from their lows of the pres- 
ent bear market, on expectation of a favorable de- 
cision on rate increases soon by the I. C. C. Many 
of these issues were recommended in this article over 
the past several months, some of them recording sub- 
stantial gains from their 1946 lows, while a few are 
still obtainable at bargain prices. Drastic whittling 
down of fixed charges and bonded debt has resulted 
in placing these roads on a sound basis, and in most 
cases, these roads could cover all present fixed and 
income bond interest requirements in all but the 
lowest stages of a severe depression. As a result of 
the prolonged receiverships in many 
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cases, physical condition of roadbed 
and equipment is excellent, and com- 
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el AUG. 26, 1959 2100 a pares favorably with the strongest in 
10 SECOND GRADE RAILS *, the field. 

Sy. Pronounced lull in new issues was 

7 N 28 ended recently with announcement by 

many large and prominent corporations 

of new financing to be undertaken. 

1S0henstine, 260 Prominent among these was the Gen- 


eral Motors announcement of an issue 
of 1,000,000 shares of new preferred 
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stock, Dow Chemical with an issue of 
$30 million of debentures, Bethlehem 
Steel registration of $50 million of 
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— 220 bonds, Hiram Walker $30 million 

"oO ° . . 
SPORTY Were at % debenture offering, Philadelphia Elec- 
weivimiwena tO oe tric Co. with $30 million of first mort- 
~ oa ow sahil Peas —Aaa gage bonds and 300,000 shares of pre- 


ferred stock, Central Illinois Public 
Service refinancing, covering 150,000 
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% SCALE AT RIGHT 


shares of new 4 per cent preferred to 
be offered in exchange for 6 per cent 
preferreds, and the refunding plan of 
Toledo Edison. Other recently regis- 
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tered bond issues include $13 million for New York 
State Electric & Gas Corp., $36 million for Kansas 
City Power & Light, $25 million for Crucible Steel 
and $14 million for Safe Harbor Water. In addition 
to bonds New York State Electric & Gas will offer 
$15 million of preferred and Kansas City Power & 
Light will offer $20 million in preferred stock. 


PRESSED STEEL CAR CO. INC., 414 per cent cumu- 
lative convertible preferred stock, par $50 Series A, 
outstanding in the amount of 85,955 shares, con- 
vertible into two shares of common stock at any time 
prior to January 1, 1956. Redeemable for sinking 
fund on 80 days notice on any July 1, beginning 
1951 at $51.25 and dividends. Os. Seles other 
than for sinking fund at any time on 30 days notice, 
in whole or in amounts of not less than $1 million 
par value at $52.50 and dividends. For those of a 
speculative turn of mind, this convertible preferred 
stock should have some attraction at present price 
of 43 or below. Al- 





cent, out of available net income of preceding year 
remaining after payment of annual installments on 
first mortgage sinking funds and all charges prior 
thereto. Interest is cumulative up to a maximum of 
18 per cent. Directors at their discretion may at any 
time pay any interest accrued, even if not earned, 
out of any funds lawfully available therefor. Long 
receivership of this road was finally terminated in 
1946, and has left the property in excellent physical 
condition. During the receivership, large amounts 
were expended for new equipment and for putting 
the roadbed in first class condition. Capitalization 
was reduced considerably, with fixed interest obliga- 
tions consisting of $11,870,000 of equipments and 
$32,500,000 of first mortgage 4’s to be outstanding, 
with non fixed interest obligations consisting of $52,- 
500,000 of income 41/4’s to be outstanding. Total 
fixed charges including sinking funds, and income 
bond interest will approximate $4,696,000 and with 
capital fund of $1,625,000, will total $6,321,000. 
Fixed interest charges 








though company has 
not operated profitably 
in the first six months 


of 1946 due to strikes ee 


and material shortages, Amer. & For. Pwr. Deb. 5's, 2030............ $106 
Boston & Albany R.R. Term. Imp. 4!/4's,'78 95 105 45 
Missouri, Kan. & Tex. Ry. Ist 4's, 


this situation should 


adjust itself in the near 


Suggestions for Current Investment Funds 


and rents will amount 

to approximately $1,- 
746,000, and these 

Recent Call Current charges would have 

Price Price Yield 

$1071, 4.79 been covered in every 

. ° . 
year with the exception 


"90....... 89 NC, 4.5 of 1932, when there was 


2 ; Pivee! i N. Pacific Ref. & Imp. 5's, C, 2047.......... 100 105* 5.0 «beaks seis ln See 
futuure. E imination of Pittsburgh & W. Va. Ist 4!/)'s, 1958-60. 89 102 5. | a balance for fixec 
O. P. A. will be of Southern Pacific Deb. 4'/2's, 1981............ 101 110 4.4 charges of $710,140. 
prim ary importance. Texas & Pacific Ry. Gen. &Ref. 37, '85.. 100 1051, 3.9 Many new industries 

have been established 


Company is a_ large Preferred Stocks: 


freight and passenger 


Assoc. Dry Goods $7 2nd Pfd.........0.0...... 


$134 N.C. = 5.2% along the Seaboard 


car builder, and acquis- 
ition of Mt. Vernon Car 
Manufacturing Co. will 
greatly increase capaci- 
ty. In view of the large 
needs of the railroads 
for new equipment, out- 


Baldwin Locomotive $2.10 Pfd. 


4l $40 Sl 


right of way in the last 





look for companies in 
the railroad equipment 
business is excellent for 
the next few years, at 


N.C.—Not Callable. 








*Not prior to July |, 1952. 
*#To 10/h/46; thereafter at 105. 


Barker Bros. 4'/2% ($50 Par) Pid . 55 4.4 peck ae : ee 
Curtis Publishing $4 Prior Pd... = 69 75 5.8 10 years and with grow- 
General Cigar 7% Cum. Pfd...... » ee Ne 43 ing industrialization of 
Goodyear Tire & Rub. $5 Cum. Cv. Pfd. 106 110** 4.7 : aie -_ 
Lipton (Thos.) 6% Cum. Pfd. (Par $25) 31 30 48 the South, many more 
Pacific G. & E. 5!/% Cum. Ist Pfd. are looked for, which 
F ~ ca Pea aaa i N.C. 3.7 should greatly add to 
tokeley-Van Camp $1 Prior Pfd............... 1% 8621 4.5 ere yr eae - " 

Union Pacific 4% Non-Cum. Pfd............ 107 NC. 3.7 the road’s traffic. For 
Virginian Rwy. 6% Cum.:Pfd. (Par $25) 39 N.C. 3.9 the eight months ended 


August 31, 1946, bal- 
ance available for fixed 
charges amounted to 














least. Company is in ex- 
cellent financial condition, current assets on Decem- 
ber 31, last, amounting to $20,128,875 and current 
liabilities to $11,191,037, leaving net working capi- 
tal of $8,937,838, as compared with $6,689,918 a 
year earlier. Funded debt at end of 1945 amounted 
to $411,000 compared with $1,942,200 a year earli- 
er. Net profit for year ended December 31, 1945 
amounted to $927,455 equal after dividend require- 
ments on preferred stock, to 89 cents a share on 
945,500 shares of common stock then outstanding, 
comparing with $1,847,585 or $2.23 a share on 
759,837 common shares in 1944. For six months 
ended June 30, 1946, net loss was $370,745 as com- 
pared with net profit of $730,217 in first six months 
of 1945. 


SEABOARD AIR LINE RAILROAD CO.: income mort- 
gage 70 year Series A 414’s. Interest is payable 
each May 1, in multiples of not less than ¥ of 1 per 
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$7,729,783,  consider- 
ably more than covering all fixed and contingent 
charges for the entire year in that period, with the 
heaviest traffic period still to come. 


GENERAL MOTORS CORP. filed registration state- 
ment with the Securities and Exchange Commis- 
sion for public offering of 1,000,000 shares of new 
preferred stock. Issue is one of the largest of its 
kind ever placed on the market at one time, and 
will rank equally with the present $5 preferred, 
and be identical in all respects except as to the 
dividend rate and redemption scales. Morgan 
Stanley & Co. will head a nation-wide group for 
underwriting and distributing the stock. Offering 
price, dividend rate and other data will be deter- 
mined later. Proceeds will be added to general 


funds, together with other funds from earlier 
financing. Company has under way a program for 


meeting the anticipated demand for its products 
through modernization (Please turn to page 223) 
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FOR 


PROFIT 


AND 


INCOME 


Trading Range 


For about two months now the 
market has weathered all storms 
without going into a new collapse. 
That’s fine, so far as it goes. As 
long as the list holds above the 
October lows the possibility of a 
better recovery than any yet ex- 
perienced is still there. But sell- 
ing comes in promptly on every 
rally above about 172 in the Dow 
industrials. The market made 
very little hay out of the election. 
Then Mr. Truman overnight re- 
turned us to an almost complete- 
ly free price system, beating the 
new Congress to it. The market 
got nowhere on that. When in- 
vestors do not respond to ap- 
parent good news, there’s some- 
thing wrong. Keep your fingers 
crossed. 


Debate 


How will you know when the 
bear market is over, or about over? 


There is not any foolproof meth- 
od. But here is a tip that may 
help you decide that it is not over. 
A bear market is never over when 
a lot of people are still arguing 
that it is not a bear market. It is 
never over when those who admit 
it ts a bear market are still debat- 
ing the nature of the trouble 
which the bear market is dis- 
counting. We have these condi- 
tions now. The worst of a bear 
market has been seen—if not all 
of it—when nearly everybody re- 
cognizes exactly what is wrong, 
and sees little hope of betterment. 
We do not have that condition 
now. 


Metals 


Copper shot to 171% cents a 
pound, about in line with the 
world market, as soon as the ceil- 
ing was junked. This is a com- 
plicated situation, so watch your 
step if you are tempted to buy 
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Hall (W. F.) Printing 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Anaconda Wire & Cable ........................ 








International Paper 
Mead Corp. 





Monsanto Chemical 





Otis Elevator 





Sun Chemical 


Revere Copper & Brass ..........ssesssssessee 





Tilo Roofing 


Sundstrand Machine Tool ...................... 











1946 1945 | 
9 mos. Sept. 30 4.98 1.52 
6 mos. Sept. 30 1.98 79 
9 mos. Sept. 30 5.77 2.09 
40 wks. Oct. 5 2.54 67 
9 mos. Sept. 30 1.63 91 
9 mos. Sept. 30 1.59 89 
9 mos. Sept. 30 2.20 57 
9 mos. Sept. 30 .70 48 
9 mos. Sept. 30 3.29 2.04 
40 wks. Oct. 5 1.69 82 
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coppers. Actual selling prices 
heretofore were at the ceiling only 
for low-cost producers. Under the 
Federal subsidy system, high- 
cost producers got much above 
the ceiling—in some cases more 
than the world price—vet made 
no great amount of money, for 
costs are far above prewar. In- 
deed, it was possible for highest- 
cost metal to fetch up to a maxi- 
mum of about 27 cents a pound. 
Our point is that high-cost pro- 
ducers will not do-as well under 
free prices as under subsidies. 
But Kennecott, Phelps-Dodge 
and Anaconda should make plen- 
ty as long as volume is at the 
present fair level. (It is less than 
in the best prewar years, due to 
labor shortages). There is no in- 
dication of waning demand. Ken- 
necott is probably the best long- 
pull stock of the lot—but coppers 
are unlikely to move against the 
main market trend. 


Aircraft 


The Army figures that the air- 
craft industry, to keep in shape 
for a possible future war, must 
have annual volume around $1 
billion. That is far less than dur- 
ing the war, but far more than 
prewar. The industry could do all 
right on it—but will it get that 
much? The military people figure 
that $900 million a year of the 
business would be government, 
$100 million private. But govern- 
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ment business depends on ap- 
propriations; and the Republi- 
‘ans promise a big tax cut; and 
they say the biggest reduction in 
spending must come out of the 
armed forces. So make your own 
guess. This column maintains its 
“show-me” attitude when some 
people talk bullish on aircraft 
stocks. Ditto tor air transport 
stocks. It suspects that the latter 
companies in the long run_ will 
exist for the benefit of the hired 
help and the traveling public, not 
their stockholders. 


Retail Trade 


Most everybody thinks that the 
anticipated business recession will 
be of the type of 1920-1921, but 
more moderate than that. So we 
have been thumbing back through 
the records of 1920-1921 to see 
what we could see. One thing was 
this. Dollar volume of department 
store trade fell a maximum of 
about 16% from peak month to 
low month, allowing for seasonal 
adjustment; while annual sales 
for 1921 were less than 8% under 
1920. Prices fell far more than 
dollar sales so physical volume of 
merchandise moved to consumers 
actually increased, despite a drop 
of about 35% in factory pay- 
rolls. So what? Our conclusion 1s 
that retail trade will hold up 
much better than most lines in 
any likely business recession; but 
profits will fall more than sales. 
They always do; and operating 
margins are already in contrac- 
tion. We would not bet on the 
stocks doing much better than the 
general list from here on, but 
they should do at least equally 
as well. For the next three to six 
months — possibly longer — the 
brightest trade prospects center 
in the mail order companies, due 
to their heavy stake in hard goods 
and increasing supplies thereof. 
In the event of some really tough 
going, the variety chains, topped 
by Woolworth, will be most re- 
sistant. Tio be candid with you, 
we have to add that thus far the 
stock market shows a most luke- 
warm interest in such distinctions. 
The Record 

And while we were checking up 
on the 1919-1921 “boom and 


bust”—we were too busy hunting 
an apartment about then to be 
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aware of what was going on in 
Wall Street—we took a look at 
the chart of that bear market. It 
ran for roughly 22 months, from 
early November, 1919, into 
August, 1921, and pulled the in- 
dustrial average down about 
46%, or twice the maximum de- 
cline so far seen in the present 
bear market. Over half of the 
total loss was suffered in the first 
four months, while commodity 
prices were still rising strongly, 
production was holding at a high 
level, and most peopie thought 
business was fine. (Very interest- 
ing, we think, in connection with 
the present situation.) The last 
eight months of that bear market 
-or all of it which fell in the de- 
pression year 1921, when every- 
body knew things were bad- 
produeed only about 5° of the 
total decline! This checks with 
the suggestion we tossed off earli- 
er about how to judge the end 
of a bear market, although (be- 
lieve it or not) that was pure 
psychological deduction, unre- 
lated to the history cited here. 


Dilution 

When a big corporation raises 
a lot of new money for expansion 

or “general purposes,” which 
includes working capital—some 
people say that reflects confidence 
in the future. No doubt it does. 
But this department takes a more 
jaundiced view. We note that too 
many managements get expan- 
sion-minded only under boom con- 
ditions, when new plant and 
equipment costs the most money. 
Few ever show long term confi- 
dence by launching expansion 
programs under depressed condi- 
tions, when it can be done on the 





lowest cost basis. Moreover, we 
have an old-fashioned preference 
for taking the maximum possible 
amount of money out of a busines 
—subject to reasonable prudence 
—in the form of dividends; and 
an aversion to putting new money 
into it through financing which 
dilutes the equity. There has been 
a great deal of such financing and 
dilution this year, which is one 
of the things the matter with the 
market. Of course, where working 
‘apital has been hit hard by cost- 
ly strikes, there is no alternative 
to raising funds. Even such 
giants as General Motors and 
General Electric are raising new 
capital in large amounts, partly 
for expansion, partly for working 
capital. The seemingly impreg- 
nable financial positions in which 
they emerged from the war turned 
out to be something less than 


that. 


Good Yields 


If you have to get income re- 
turn, yields of around 5% are 
now offered by such good-grade 
operating utilities as Cincinnati 
Gas & Electric, Cleveland Elee- 
tric Illuminating, Detroit Edison 
and Pacific Gas & Electric. These 
and similar utilities would decline 
much less than the general mar- 
ket in any extension of the bear 
trend, but they could go some- 
what lower. 


Recession-Resistant Companies 


Assuming only a_ moderate 
business recession beginning some 
time in 1947 and perhaps run- 
ning into the forepart of 1948. 
which is all we assume from the 
present perspective — paint 

(Please turn to page 223) 





American Airlines 


DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Blaw-Knox 








Borg-Warner 
Chrysler 





Coca-Cola 





Motor Wheel 





New Jersey Zinc 





Pittston Co. 





Reo Motor 











United-Carr Fastener ..................cccc000 





1946 1945 
Sept. 30 Quar. .02 92 
9 mos. Sept. 30 1.30 1.55 
9 mos. Sept. 30 1.65 1.93 
9 mos. Sept. 30 yey 5.30 
Sept. 30 Quar. 1.70 1.75 
9 mos. Sept. 30 84 1.68 
9 mos. Sept. 30 1.75 1.92 
9 mos. Sept. 30 1.81 2.32 
9 mos. Sept. 30 2.41 3.40 
9 mos. Sept. 30 1.36 1.81 | 
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Problems and Prospects for 
The Shoe Industry 





(Continued from page 197) 


ended October 31, 1945, net pro- 
fit was $1,008,981 or $1.50 a 
share and 75 cents a share, re- 
spectively on number of Class A 
and B stocks now outstanding. 
Financial condition was excellent 
on October 31, 1945, current as- 
sets aggregating $9,470,000 and 
current liabilities $1,759,000, 
leaving net working capital $7,- 
711,000 compared with net work- 
ing capital of $8,054,000 a year 
earlier. 

General Shoe Corp. Large 
manufacturer of low and medium 
price shoes for men, women and 
children, also manufactures mis- 
cellaneous leather goods and 
operates, together with subsidiary 
companies, approximately 85 re- 
tail units. For six months ended 
April 30, 1946, company reported 
net profit of $1,324,498, equal 
after dividend requirements on 
99,260 shares of 40 cent prefer- 
red stock, to $2.04 a share on 
640,291 shares of common stock, 
comparing with $1,110,749 or 
$1.71 a share on 627,391 common 
shares in like period of 1945. 
Financial condition was strong on 
April 30, last, current assets ag- 
gregating $15,371,161 and cur- 
rent liabilities $1,729,260, leaving 
net working capital of $13,641,- 
901, comparing with net working 
capital of $12,877,819 on October 
31, 1945. Funded debt on April 
30, 1946 amounted to $4,800,000. 

International Shoe Co. This 
company is the largest domestic 
manufacturer of shoes, mostly in 
the medium and lower priced 
brackets for men, women and 
children. For the six months end- 
ed May 31, 1946, company re- 
ported net ‘profit ‘of $2,813,648 
equal to 84 cents a share on 3,- 
340,600 shares of common stock, 
comparing with $2,966,749 or 
89 cents a common share in like 
period of 1945. Current assets on 
May 31, last amounted to $70,- 
997,528 and current liabilities 
were $6,099,175, compared with 
$70,872,557 and $6,791,888, re- 
spectively, a year earlier. Net 
working capital was $64,898,353 
against $64,080,669. Company 
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has no preferred stock or funded 
debt outstanding. For fiscal year 
ended November 30, 1945, net 

rofit was $5,568,720 equal to 

1.67 a common share. This 
strong well managed company 
has an excellent record, lowest 
earnings since 1927, being the 
$4,268,286 reported for 1938, 
and lowest dividends paid for any 
year since 1927, beng $1.75 a 
share. Despite huge increase in 
sales from $89 million in 1940 
to $156 million in 1944, com- 
pany’s earnings were considerably 
lower than in peacetime, due to 
higher taxes and smaller profit 
margins, but with removal of 
price and other controls, this high 
grade company is expected to do 
considerably better in the next 
year or two. 

Melville Shoe Corp. Company 
operates chain of 526 retail stores 
under name of Thom McAn, in- 
cluding leased departments, 
specializing in lower priced shoes, 
also operates approximately 10 
stores under name of John Ward 
in the higher priced bracket. Ap- 
proximately 90 per cent of Thom 
McAn shoes are manufactured by 
company’s wholly owned  sub- 
sidiary J. F. Mc Elwain & Co. 
For six months ended June 30, 
1946, company reported net pro- 
fit of $2,282,362 equal after divi- 
dend requirements on 58,842 
shares of 4 per cent preferred 
stock, to $2.10 a share on 1,023,- 
684 shares of common stock, com- 
paring with $1,190,421 or $1.02 
a share on 1,008,047 common 
shares after dividend require- 
ments on 65,099 preferred shares, 
in first six months of 1945. Fin- 
ancial condition was strong on 
June 30, last, current assets ag- 
gregating $20,929,819 and cur- 
rent liabilities $6,402,631, as 
compared with $18,596,816 and 
$5,309,979, respectively, on June 
30, 1945. Net working capital 
amounted to $14,527,188 against 
$13,286,837. Stock was recently 
split two for one. For year ended 
December 31, 1945, net profit 
amounted to $2 400,907 equal to 
$2.09 a common share. Company 
has an excellent record, smallest 
earnings reported since 1929, 
amounted to $721,644 in 1932. 

Allied Kid Co. manufactures 
finished leathers, suede, printea 
leather and kid shoe linings, and 


other leather products. For fiscal 
year ended June 30, 1946, com- 
pany reported net profit of $483,- 
733 equal to $1.84 a share on 
262,720 shares of capital stock, 
comparing with $426,616 or $1.- 
62 a share in preceding year. 
Company has an excellent earn- 
ings record, minimum earnings 
per share since that time, with the 
exception of 1938, were $1.49 a 
share. In 1938, an extremely bad 
year for most companies, but par- 
ticularly leather, the company re- 
ported a net loss of $621,285. 
Financial condition was good at 
close of last fiscal year, current 
assets amounting to $6,733,403 
and current liabilities $1,513,759, 
leaving net working capital of 
$5,219,644 as compared with $4,- 
545,871 on June 30, 1945. In- 
crease in working capital was 
largely accounted for by restor- 
ing $562,000 to current assets, 
which had previously been set 
aside for post-war plant rebuild- 
ing and expansion. 


Amalgamated Leather Com- 
panies, Inc., is one of the largest 
tanners of goatskins and reptile 
leathers for shoes, handbags, etc. 
For six months ended June 30, 
1946, company reported net pro- 
fit a $394,065 after deducting 
$352,000 inventory reserve, equal 
after dividend requirements on 
40,856 shares (par $50) of 6 per 
cent preferred stock, to 89 cents 
a share on 372,084 shares of com- 
mon stock, comparing with net 
income of $219,471 or 44 cents 
a common share in first six months 
of 1945. Current assets on Decem- 
ber 31, 1945, amounted to $3,- 
594,903 and current liabilities 
were $1,215,643, leaving net 
working capital of $2,379,260 as 
compared with net working cap- 
ital of $2,386,320 a year earlier. 
Company had no funded debt. 


American Hide & Leather Co. 
is a large tanner of calf and grain 
leathers. For fiscal year ended 
June 30, 1946, company reported 
net profit of $170,546 equal to 
$2.44 a share (par $50) on 69,- 
800 shares of 6 per cent prefer- 
red stock, comparing with $628,- 
797 or 72 cents a share on 584,- 
950 shares of common stock, 
in the preceding fiscal period. 
Company was recapitalized in 


(Continued on page 217) 
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d at With the wholesale termination of wage and price controls in effect, private 
rent ; ; Mace Mts: 
403 enterprise at long last has been given a free hand in its own program to stabilize 
759, | the economy. New pricing policies announced by different industries or their leaders 
| of — give an over-all picture of the economy interesting to note, although demand and 
$4,- | supply factors will occasion changes before long. 
= In the automotive field, General Motors Corporation has been prompt in post-— 
‘say ing a $100 price increase for all of its passenger cars and some of its trucks. The 
ets, company states that for months past it has tried in vain to persuade OPA to grant a 
set | Similar rise in order to bring operating profits into the black. GM apparently sees 
ild- | no other course possible in view of mounting cost. 

On the other hand, Ford Motor Company has sent word to all its dealers that 
xm- although a price boost for its cars would be fully justifiable, it has decided to 
yest ' hold the line at present levels for the time being, in the belief that all industry 
- should pull together in avoiding precipitous price increases during the current crisis. 
30, Ff In as much as Chrysler Corporation must immediately reopen wage discussions 
ro- — with union labor, it is not altogether surprising that as yet no announcement has 
ng come from this quarter as to a possible change in prices. Naturally, the outcome of 
al negotiations may broadly affect its decisions. 
on f 
yer As for Packard Motor Car Co., an uptrend in car prices may be deferred be- 
its cause of optimistic statements made by George T. Christopher, president, bearing on 
m- f— current conditions and plans. While the company has lost money on every car made 
et for over a year past, October operations were close to the break even point, he says. 
ol And the outlook ahead is so good that $20 million will be spent for expansion. 
1s 
n- Continued shortages of fats and oils have raised the cost of raw materials 
3: for the Soap Industry so drastically that both Lever Brothers and Proctor & Gamble 
es have pushed their wholesale prices up by nearly 50%. While this percentage sounds 
et startling and will be felt substantially at the retail level, expressed in pennies 
AS it may not arouse much consumer resistance because bars of soap are characteristi- 
' cally in the low price range. 

E. J. Thomas, president’ of Goodyear Tire & Rubber Company, states that his 
0. company expects to maintain the present price level, unless of course higher labor 
n and materials costs soar to a point where price adjustments would become essential. 
d As matters are right now, Goodyear profits are entirely satisfactory, as interim 
d reports continue to reveal. 
4 For many months past, OPA ceilings upon copper, lead and zinc have weighed 
‘ heavily upon producers of non-ferrous metals and seriously created a shortage for 
° their industrial consumers. Action by Kennecott Copper, American Zinc, Lead and 
- St. Joseph Lead Co. in promptly raising the price of copper to 17 1/2 cents per pound, 
' lead to 10 1/2 cents and zinc to this same level, should not only stimulate the 
miners but prove beneficial to most makers of durables. 
l 
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Charles E. Wilson, president of General Electric Co., says that some kinds : 
of electrical products must be raised in price, especially where they have been pro-— 
duced thus far only at a definite loss. Included among these are a few household 
appliances, motors and industrial control specialties. 













Perhaps as significant as anything are the comments of Benjamin H. Namn, 
president of the National Retail Dry Goods Association. Rises in price will be 
limited to isolatea cases where adjustments are required. But when supply and demand 
achieve a normal balance, he believes that the tide will turn with competition and 
consumer attitudes, between them, causing some recession in general price levels. 


















As an outstanding example in the field of farm equipment, however, Inter— 
national Harvester Co. has announced a price increase of about 10% for farm imple- 
ments and tractors. Such a step seems logical in this case, for since 1941 the 
company claims that prices have been raised only 10%, although its sizable wage 
costs have risen 60%, without considering how materials costs have soared. 


















In the important steel industry it does not look as if prices would be ad— 
justed upward to any significant extent, provided labor does not continue its past 
pressure for higher pay. Barring labor troubles, E. T. Weir, president of National 
Steel Corporation, thinks that any upward trend in prices will be temporary, return-— 
ing to a proper balance within a few months. 

















50 V. 

L. E. Osborne, vice-president of Westinghouse Electric Corporation, foresees a 
some moderate price increases for certain electrical products, but thinks that 
decontrol will go a long way towards breaking bottlenecks in the production of both 
raw materials and manufactured goods. With output speeded up all along the line, 
cost controls will be greatly improved. 








Heartening news for the Distilling Industry comes from Charles F. Brannan, 
Assistant Secretary of Agriculture. During the year ending October 1, 1947, he says, 
it looks as if distillers might receive twice as much corn as in the previous year. 
If so, by handling 50 million bushels of corn, he points out that the meat shortage 
will be alleviated through the greatly increased amount of by products for feeding 
cattle, an important factor in Distillers’ sales. ae 

















According to the Department of Commerce, chain stores and mail order houses M 
in September pushed their sales of durables alone up by approximately 50% over the cr 
level in the same month of last year. This shows very clearly the strides being B: 
made by manufacturers of these hard goods in approaching record breaking production. 




















William H. Harmon Corporation, of Philadelphia, first to receive a Govern— 
ment contract to build 10,000 prefabricated houses for veterans, under a guaranty \ 
from the Reconstruction Finance Corporation to buy any unsold units at 90% of the : 
wholesale price, expects to sell 280,000 shares of common stock through underwriters. : 
Plan is to turn out at least 1000 units every month. Y 


The Paint Industry, which has suffered severely from shortages of cans thus 
far in 1946, need have no worries on this score next year, in the opinion of the ~—S 
American Can Co. Barring labor troubles, this supplier is confident that in 1947 it R 
can turn out 210,000 tons of cans for paint makers, far above their requirements. 7 





Directors of United States Plywood Corporation have authorized a distribution 
of one additional share of common stock for each share now held. Better yet and more 
constructive, the company's president, Lawrence Ottinger, has recommended that the PA 
present annual dividend rate of 80 cents per share be continued on the enlarged hold-— I 
ings which will be outstanding. 
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a for Handling Your Investment Funds 
150 VALUE 
es Or 
You will find this important new book especially designed to serve you at this time in 
clarifying the cross currents in the major investment cycle now developing. It analyzes and 
evaluates — clearly and simply — new political. economic and financial forces shaping up 
in the world today emphasizing their effect on our economy and industries . . . how they 
| y emy | : 3 
will affect you as a businessman and investor. 
S Alert to the changin conditions |. | and their investment implications . . . Mr. Durand, distinguished 
? z a : : 
analyst, deals with the means and avenues for advantageous employment of investment funds .. . of venture 
. capital soundly placed .. . and presents strategic portfolios to help you adjust and maintain a sound and 
continuing profitable position. 
IN ODUCTION — The World Today — Margin Requirements; Outlook in Money Market. 
—International Aspects ... U.S. World Position . . . Economic Explaining Market Cycle ... Timing Buying as Major Turn 
and Political Struggle of Democracy vs. Totalitarianism . . . Develops . . . Choosing Peaks to Sell on Intermediate Rallies 
> Middle-of-Road Modification of Free Enterprise Advantages and Fallacies in Use of Charts . . . Detecting 
25 r Enterprise. is 
== —Industry and Trade ... At Home and Abroad ... Our In- Turning Points. 
ase CES > Pree Ce ee , 
crea ed Industrial Productivity re a Industrialization of ART iv —5 Strategic Investment Plans for 1947 
Backward Nations ... Bi-Metallism ... Tariffs . . . Cartels. ~fag e ; ea 
‘ ete... . Deflationary vs. Inflationary Factors . . . Budget =e the ste ee erg — cash and ince 
re oe 2 Nati al D a} t: N ili ar ae e ° " as = wi 1 proven methods oO : pu war Ings your Investmen post- 
ta psi wie filitary Appropriations, Taxation. tion under varying conditions. Ways and means to recoup 
PA !—Where Various Industries Stand in Our losses and secure profits 
Modern Economy ’ The Best Method for Averaging on Sound Issues Pur 
Appraises Position and Outlook for Mature, Stable. Growth chased at Higher Levels . . . Marking Down Process 
and Embryonie Industries; ... Pyramiding Theory and Practice; 
Projects Effects of Politics on Industry ... Extent of Gov- When to Take Profits to Reduce Original Costs on 
Me ernment Control Likely . . . Anti-Trust Legislation . . . Stocks Purchased for Investment Appreciation; 
Where Possible Nationalization. When and How to Accumulate Cyclical and Growth 
eu . Issues for Long Term Capital Building; 
| PART !1—Yardsticks for Investment Under To- Ways to Select Issues for Venture Capital—for Dynamic 
| day’s Conditions Profits ... Use of Puts and Calls; 
—Selecting Companies for Investment ... for Profit... 5. When to Buy Top-Grade Issues for Capital Building 
t for Capital Building . . . in New Major Cycle; with Above Average Income Return. 
R 7 aisi “ I; a a : ai is al ? ae saan e ome . 
“ ipprai ing V arying Trends for Individual Companie: oe ART —Balanced .. . Diversified Portfolios For 
hose Favorably Situated—Statice—Marginal . . . Well-En- 
trenched vs. Newcomers; $10,000. $25,000, $50,000 
n Sifting Companies from Standpoints of Working Capital . . . A—For Income and Safety . . . for maintaining income .. . 
Reserves .. . Competitive Strength . . . Regional Shifts .. . for those retired, professional men, for widows. 
e Cost-Ratios . .. Record Management . . . Dividend Policies. B—For High Yield and Profit . . . for those able to take 
, 5 businessman’s risk. 
PART I!—Basic Market Pattern for 1947 C—For Speculative Profit . . . for building capital with 
= Vundamental and Technical Factors Operative in Today’s special emphasis on low-priced stocks. 
Security Markets . . . Prospective Government Regulation For Venture Capital . . . where moderate sum can be 
... Trend in Capital Gains Tax ... Affects of Changes in set aside for issues with expansion possibilities. 
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PLUS “5S Strategic 
Plans For Handling Your 
Investment Funds for 1947” 
0 ht New NN to ¢' 
fi ics 3 ie Bae a ee just 
SEF GRE ee et 7 \ Sc Gon natic 
tf Fite. tt Bae. f Gif 
if, ~~ “3 h° Be gn k i 
Vypy wee erred Gli TRA 
3a tify sa | :' ; | : high 
RON athe fee, Friends, Business Associates te Yourseli will 
WN are 
T this Yuletide . . . in the midst of epoch-making changes with new horizons beckoning the prof 
well-informed . . . give the priceless gift of knowledge and counsel that point the way toward war 
the better understanding that means greater stability and security. IND 
More significant than ever in its keen perception of developing trends, its forthright dependability, its sett! 
sound common-sense, no Christmas gift you can give this year will be more gratefully received and ap- ever 
preciated than The Magazine of Wall Street. It will unfold for the recipient the drama of the swiltly- ing, 
paced industrial and economic world in which we live... it will express your interest in his welfare give 
. and 26 times during the year he will be reminded of your thoughtfulness. He will turn to The Maga- pore 
zine of Wall Street with interest at first ... then with eagerness . . . because he will find it profitable and nine 
ce) 
good ... and because he will gain an understanding of domestic and international affairs which he never 
believed he could acquire so easily. co 
\: ) on 
Give She Mlagazine of Vall Street ide 
Wor 
Your Business Associates and Friends — who Your Womenfolk — because it will assist them _ 
will appreciate having at their disposal a source in acquiring the background and perspective isa 
which so reliably weighs and interprets the un- they need today and tomorrow—to safeguard pric 
precedented forces shaping industrial and in- the financial security you have built for them. ar 
vestment trends. It ao a = of interest Wessel bevenee sail: Ae deals in 0 went 
and promote your business relations. practical way with today’s vital problems re- 
Your Executives and Employees — to help them garding your business _and your investments 
broaden their viewpoint, stimulate their in- + ae particularly since it is the most de- 
terest in the important industrial and economic pendable guide you can get, regardless of price. 
changes taking place and better qualify them 
for the positions they hold. Siw Sistoet Cambinetio: 
In Addition—New $2.50 Book—FREE : For Epochal 1947 
Mail the coupon below with your remittance today. Your PABA VAAL 
gift subscription will start with our Christmas issue and WALLSTREE1 
bring a private-edition copy of our timely new book, 
“5 Strategic Plans for Handling Your Investment Funds i 
for 1947” (described on reverse side) immediately on S 
publication. Each subscription also includes confidential ' 
inquiry service—-FREE. (We mail each recipient a hand- ; 
some Christmas Card extending your sincerest wishes.) ¢ 
u 
MAIL THIS SPECIAL : 
See 22 ee we oe oe SOSA SReSSV ees e rT, - 
GIFT ORDER TODAY 
| Che Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
| I enclose $10—enter (or extend) my own personal subscrip- al Maga, 
| tion for one year (26 issues). [) $17.50 for a special two , P oe my ine of 
years subscription (52 issues). ave 2 Tend, 
am €en % 
Se Ge i ican eee ere BOR ee Xmas subscrip- Fy 
tions including handsome Christmas Gift Cards. $10 for the 
first subscription, $7.50 for each additional subscription. All ; 
subscriptions include Consultation Service—also FREE copy 4 
| of “5 Strategic Plans for Handling Your Investment Funds 1 
for 1947” (value $2.50). : 
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SUMMARY 


_ MONEY AND CREDIT—Republican promises to sash 


Federal expenditures down to $25 billion annually, and 
to cut taxes proportionately, seem overly optimistic. It 
just can't be done without dangerous weakening of our 
national defense. 


TRADE—Despite growing resistance to substandard and 
high priced merchandise, demand for nondurable goods 
will continue at a relatively high level until durable goods 
are in more plentiful supply. Outlook for retailers’ 
profits thus remains favorable in comparison with pre- 
war years. 


INDUSTRY.—Business activity picks up sharply following 
settlement of delivery and shipping strikes; but other 
even more serious strikes in major industries, now brew- 
ing, may again paralyze business, intensify shortages, and 
give another boost to the inflation spiral. Leading cor- 
porations earned 9% more on their net worth in first 
nine months of this year than in like period last year. 


COMMODITIES—M. W. S. index of raw materials spot 
— rallies sharply following removal of ceiling on 
ides, despite renewed weakness in cotton and grains. 
World's 1946-47 cotton crop to be smallest, except last 
year's, since 1923-4. Government loan support eau 
disastrous slump, such as 1920-21, in farm commodity 
prices, 











MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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Reflecting settlement of the trucking strike at New 
York and the East Coast shipping strike, business ac- 
tivity rose about 1!/,% in the fortnight ended Nov. 9, 
to a level 7% above last year at this time. But even 
more serious Strikes in major key industries, now brew- 
ing, may again paralyse industry, intensify shortages, 


boost costs, and force another upburst in prices. 
* * & 


Strikes depressed this publication's index of Business 
Activity for October down to 169.6% of the 1935-9 
average, from 171.6 in September; but the overall 
physical volume of business in October was 9.4°/, great- 
er than for the like month a year earlier. On a per 
capita basis, our index for October registered 155.4°/, 
of the 1935-9 average, compared with 157.3% in Sep- 
tember and 143.4% for October, 1945. 


* * * 


A recent compilation by the National City Bank dis- 
closes that 350 leading industrial corporations Earned 
9% More on Their Net Worth in the first nine months 
than in the corresponding period last year. A drop of 
87°/, was reported by the automotive group, and 72% 
by electrical equipment manufacturers; but the whole- 
sale and retail trade showed a breath-taking increase 
of 140%. 

a 

Department Store Sales in the week ended Nov. 2 
were only 179% ahead of the like week last year, com- 
pared with 23° for the preceding week. This includes 
(Please turn to following page} 
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Inflation Factors 





































































































































Latest Previous Pre- 
Wkor Whkor Year Pearl 
Date Month _Month Ago _ Harbor PRESENT POSITIA-N AND OUTLOOK 
MILITARY EXPENDITURE (tf) $b Nov. 16 0.34 0.37 0.93 0.43 (Continued from page 213) 
i id-1940.............. Nov. 16 44. 44.4 315.6 14, 
ssiemeaciahnin th raibs tat wk — ; , a 12% drop below last year in sales at New 
York City, where a sharp rebound has since 
FEDERAL GROSS DEBT—Sb Nov. 16 261.5 263.4 = 262.1 55.2 taken place with settlement of the parcels de- 
livery strike. 
PLY—S$b * 
sed Pye ee ii Nov.16 395 39.7 394 243 ellie 
Diccond 5 hain cane Nov. 16 28.8 28.6 28.1 10.7 Despite reports of growing resistance on the 
we eee part of consumers and store executives to sub- 
standard and overpriced merchandise, demand 
pee oped ge acean ae 6.49 6.48 6.12 3.92 | for nondurable goods will continue at a rela- 
168 Other Citins—$b Be en Nov. 16 8.73 8.70 7.26 5.57 | tively high level until durable goods are in 
more plentiful supply. Outlook for department 
INCOME PAYMENTS—Sb (cd) Sept. 14.26 13.48 13.42 8.11 store Profits thus remains favorable in com 
ss Nr gre nemaiialy =n Sept. 9.11 9.00 8.71 5.56 | Parison with pre-war years; though 1946 will 
Interest & Dividends (cd)............ Sept. 1.43 055 1.38 0.55 | probably prove to have been the peak year for 
Farm Marketing Income (ag)........ Sept. 2.02 2.19 1.86 1.21 | this post-war era. 
Includ'g Govt. Payments (ag)........ Sept. 2.03 2.25 1.88 1.28 ib nest) 
CIVILIAN EMPLOYMENT (cb) m Sept. 57.4 58.0 513 52.6 Republican promises to cut Federal Expendi- 
Agricultural Employment (cb)........ Sept. 8.7 9.1 8.8 8.9 tures down to $25 billion annually, and to slash 
| meal Manufacturing (Ib).. Sept. 14.7 14.6 13.2 13.8 taxes proportionately, seem overly optimistic. 
Employees, Government (Ib)...... Sept. 5.5 5.4 5.9 4.6 In the first four months of the current fiscal 
UNEMPLOYMENT (cb) m Sept. 2.0 2.0 1.6 3.4 year, expenditures ran at the annual rate of 
$36.9 billion—war activities and defense, $15.8 
FACTORY EMPLOYMENT (ib4) Aug. 145 141 149 147 billion; administrative and general, $10.8 billion; 
mihi: Band Aaig: 165 161 188 175 veterans administration, $6 billion; interest on 
Nen-Durable Geods .................... | Aug. 128 125 118 123 public debt, $3.5 billion; social security board, 
FACTORY PAYROLLS (Ib)4 Aug. 278 261 267 198 $0.8 billion. It would be interesting to know 
how $11.9 billion can can be lopped from this 
FACTORY HOURS & WAGES (ib) total without dangerous weakening of our Na- 
erate hte TS: Aug. nm ——e a2 gy POR ee 
Hourly Wage (cents) .... ~~ Ht.t pron vr ie * * * 
; 44.90 43. 41.7 i. 
Weekly Wage ($) "s Recent happenings in the cotton market have 
directed attention to the leading role played by 
PRICES—Wholesale (Ib2) ae ea ein a a Inventory Hoarding and Commodities 
Retail (cdib)} Sccsbosepqnecebeassesneess-ec0 eseee eprt. 162.6 59. . ° Speculation in the price cycle. Expanding de- 
mand for goods and services that accompanies 
COST OF LIVING (ib3) Aug. 143.7 141.0 129.3 110.2 a business boom leads invariably to an_ infla- 
Food Aug. 171.2 165.7 140.9 113.1 tionary rise in prices which encourages specu- 
Clething — ae chad a ae lators to acquire and hold things for yet higher 
Rent 9: ; i : ‘ prices. It always works out that way, with or 
without ceilings. Even in dictatorial Russia 
RETAIL TRADE $b they're having price inflation and black markets. 
Retail Store Seles (cd)...............-. Sept. 8.20 8.56 6.40 4.72 | Now that Ceilings have been Removed, we'll 
Durable Good Sept. 1.72 1.77 0.95 1.14 | continue to have it here fo hile | if 
Sept. 648 679 545 3.58 : oe 
er en tin tot) seecneneeenenenons Sept. 0.75 0.72 052 0.40 | Organized labor stages another round of work 
Retell Sales Credit, End Mo. (rb2) | Sept. 3.68 3.54 2.19 5.46 | stoppages and production cost boosting. 
* * * 
MANUFACTURERS’ When Speculators begin to sense that supply 
New Orders (cd2)—Total ............. Sept. 228 212 166 181 will soon catch up with demand, they begin to 
Durable Goods eeinoinire ve “4 44 oi po Unload and prices fall. The drop is most se- 
esate it na Pow ovens Teeevoets Sept. 241 223 210 184 vere where holdings are carried on margin or 
Retetie Metts :...........0. Sept. 260 233 216 223 with the aid of bank loans, owing to demand 
Non-Durable Goods ..................-.. Sept. 227 216 206 158 by lenders for more protection. Calling of loans 
often necessitates liquidation of other marketable 
BUSINESS INVENTORIES, End Mo. assets, which partly explains this summer's weak- 
i reese eeagicece Aug. 31.2 30.1 26.7 26.7 nate Sn: Goeeny prions. 
pgm os cesouancechsabeokenssoontos Aug. 18.4 18.0 16.3 15.2 a ae 
Wholesalers’ Aug. 4.8 4.7 3.8 4.6 
Retailers’ Aug. 8.0 7.4 6.6 72 The debacle in Cotton, which has lead the 
Dept. Store Stocks (mrb)................ Aug. 1.9 1.8 1.4 1.4 declines in agricultural staples, is attributable in 
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Production and Transportation 
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Date Month Month Ago Harbor 
LA 
—— iF | BUSINESS ACTIVITY—i—pe Nov. 2 156.1 154.6 = 146.2—*141.8 sip? oe 
(M4. W. S.)—I—np Nov. 2 170.5 168.8 158.1 146.5 this instance to a number of special circum- 
+ . F + th is that th 
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» sub- ELEC. POWER Output (Kw.H.)m Nov. 2 4,628 4,602 3,899 3,267 cause speculators, lured by lower margin re- 
mand SOFT COAL, Prod. (st) so “ = “- - ae quirements, sell stocks to raise funds for switch- 
tae 5 m ov. 12. 12. 12. 0. : er aieae 
rela ag taining. ara reli 451 439 484 446 ing into commodities. Later on they sell more 
re in| — Stoeks, End Mo Sept. 52.4 48.0 53.4 61.8 stock to meet calls from sources that have ad- 
tment : - vanced credit to carry goods and commodities. 
i PETROLEUM—(bbis.) m 
ial Crude Output, Daily Nov. 2 4.8 4.7 43 4. vel ; oe . ie 
Gasoline Stocks 0.0... .cecsssecessescseeeeees Nov. 2 86 86 77 88 spel spr cadet edly cpa 
ar for Fuel Oil Stocks Nov. 2 62 él 47 94 cently outlined by vice president Alan H. Temple 
Heating Oi] Stocks... ee Nov. 2 66 65 46 55 of the National City Bank of New York, we see 
LUMBER, Prod. (bd. ft.) m iit 464 479 279 632 no likelihood of disastrous Deflation: |—The 
_ Stocks, End. Mo. (bd. ft.) b.......... Sept. 4.1 3.9 3.7 12.6 | Nation's money supply will not contract much 
: in the f le future: it i 
slash STEEL INGOT PROD. (st.) m Oct. 697 652 560 696] ) i nos —— wlnone 
niche’ Cumulative from Jan. 1........... ios Oct. 54.3 47.3 67.4 74.7 ment Asay liaison, cpr Prey aiid 
fiscal as RC ly position of organized labor will hold up, or 
d h 
~<— AWARDS (en) $m tee ® 53 109 i an = sg — wages, = = rie 
$15.8 Cumulative from Jam. |... Nov.7 4,625 4,572 1,874 5,692 a a Bene boas aerate h ple ach to 
° ~ 
ition: |} | MISCELLANEOUS ly high levels until 1950. W. Averell Harvimen 
st on Paperboard, New Orders (st)t...... Nov. 2 205 155 20! 165 +I altel: Saal fC d z 
oard Cigarettes, Domestic Sales—b...... Sept. 26.9 29.0 26.4 17.1 ee ee Se eo eee ee ae 
k ' Whiskey, Dom. Sales (tax gals.)m.. Aug. 7.5 8.5 7.5 11.8 clares: “I feel strongly that current fears of 
sates Do., Stocks, End Month.............. Aug. 377 376 328 506 economic disaster ahead are based upon un- 
1 this Anthracite Coal Production (st)m Sept. 5.0 5.4 4.6 3.8 reasoning defeatism." 
Na- Portland Cement Produc. (bbls.)m Sept. 16.4 16.2 9.8 14.9 
ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month !939—100. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data, en—Engineering News-Record. |—Seasonably adjusted Index. 
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lities ment and Charge accounts. st—Short tons. t—Thousands. tf—Treatury and Reconstruction Finance Corp. 
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Trend of Commodities 












Commodity prices, cash and futures, continued to de- 
cline during the past fortnight under the impact of ex- 
panding shipments of new crops. Largest decline was in 
cotton, with corn a close second; but wheat prices showed 
little net change in the fortnight. The decline thus far has 
erased only a relatively small part of price advances since 
1939 and should not be construed as the harbinger of a 
major slump in farm income. Prices will be stabilized by 
Government support before the damage becomes too 
serious. The Government is authorized to make loans on 
cotton at around 24 cents, wheat around $1.70, corn 
around $1.31, for example. Exceptional heaviness of cot- 
ton, which has lead the decline in agricultural commodities, 
is attributable to a number of special circumstances: 
I—With- cotton textile ceilings geared to prices for the 
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staple, mills bought freely on rising prices and withdrey 
orders when the price began to slump. 2—The market haj 
to take an exceptional volume of hedge selling againjp 
cotton tied up at ports and interior points by the maritime 
strike. 3—Liquidation by market plungers and calling of 
margins. 4—Demands for Congressional investigation anit 
Government control of the exchanges. Despite the badp 
collapse, however, average prices received by farmers af 
of mid-October were 12% higher than a month earlier 
Predicting that food shortages will still be acute next sprimp 
in many parts of the world, Agriculture Secretary Ander} 
son is urging farmers to increase production a little mor} 
‘next year, to meet heavy export demands while bringing) 
domestic surpluses up to normal. 



















































































































































U. L. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Sport Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo.6Mo. 1 Yr. Dec. 6 
Nov.9 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ...... 270.3 261.8 243.3 244.4 190.2 186.5 156.9 
1! Import Commodities .... 256.7 239.9 223.0 220.1 170.7 168.9 157.5 
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14 Raw Materials, 1923-5 Average equals 109 


Aug. 26, 1939—63.0 Dec. 6. 194)—85.0 

1946 1945 1944 1943 1941 1939 1938 1937 
1202 95.8 94.5 92.9 85.7 783 65.8 93.8 
BOW nnscccvone 9.5 93.6 91.8 89.3 743 61.6 57.5 64.7 


WHOLESALE COMMODITY PRICES 
OOF ALL COMMODITIES " iad 
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Date 2 Wk. | Mo. 3 Mo.6 Mo. 1 Yr. Dec * 
Nov.9 Ago Ago Ago Ago Ago 19%! 
7 Domestic Agricultural... 296.6 316.7 295.5 308.5 239.7 232.1 1639 
PZ BRUTE > .nxsicseecseossvess yes 355.2 345.0 304.4 300.9 216.6 211.8 1692 
16 Raw Industrials .............. 220.0 212.7 205.5 202.9 172.4 169.4 1482 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 
1946 1945 1944 1943 1941 1939 1938 1937 


127.07 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 | 
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1935, and since 1986 has shown 
excellent earnings, with a loss re- 
ported in only one year since that 
time, when net loss of $615,516 
was reported in the 1938 fiscal! 
year. Current assets on June 30, 
last, amounted to $4,722,459 and 
current liabilities were $339,458, 
comparing with $5,203,012 and 
$574,487, respectively, on June 
30, 1945. Net working capital on 
June 39, 1946 was $4,383,001. 
Company has no funded debt. 
United States Leather Co. is the 
leading domestic tanner and cut- 


ter of heavy leather used for soles 


in the manufacture and repair of 
shoes. Also produces leather for 


industrial belting and other spec- 


jalties. For six months ended 
April 30, 1946, company report- 
ed net profit of $246,474 equal to 
99 cents a share on 249,743 shares 
of $4 participating Class <A 
shares, comparing with $400,969 
or $1.47 a share on Class A stock 
in like period of preceding year. 
For fiscal year ended October 31, 
1945, net profit was $833,432, 
equal to $3.13 a share on Class 
A stock, comparing with $930,- 


| 215 or $3.25 a share on Class A 


stock in preceding year. While 
company has been unable to show 
earnings on its common stock, ex- 
cellent management has done a re- 
markable job in eliminating pre- 
ferred stock of which 75,755 
shares were outstanding in 1933. 
Excellent earnings were reported 
in all years except 1934 and 1938 
when losses were reported. Com- 
pany is in good financial condi- 
tion, current assets on October 31, 
1945, amounted to 13,428,515 


' and current liabilities were $1,- 
» 453,419, leaving net working cap- 


ital of $11,975,096, compared 
with $12,043,681 a year earlier. 
Outstanding common stock con- 
sisted of 397,010 shares. 


Edison Brothers Stores, Inc. 


| operates chain of 17 retail stores 
» selling women’s shoes, hosiery and 
_ related accessories, handbags, etc. 
' For six months ended June 30, 


1946, company reported net pro- 


fit of $1,862,298 equal after divi- 


dend requirements on preferred 
stock, to $2.09 a share on 840,118 
shares of common stock, compar- 


‘ing with $677,295 or 77 cents a 


common share in first six months 


| of 1945. Common stock was split 


two for one in January 1946. 
Company has an excellent earn- 
ings record, with profits reported 
in all years since 1930, with small- 
est earnings reported since that 
date being $30,419 in 1932, and 
$77,295, in 1933, and substan- 
tial earnings reported in all other 
years. Financial condition was 
strong, current assets on Decem- 
ber 31, 1945, amounted to $14,- 
816,986 and current liabilities 
$2,950,133, leaving net working 
vapital of $11,866,853 as com- 
pared with $8,585,949 at close of 
1944. Funded debt amounted to 
$2,146,000 at close of 1945. In 
addition to the common stock, 
there were outstanding 50,000 
shares of 414 per cent preferred 
stock of $100 par value. 

G. R. Kinney Co., Inc., oper- 
ates a chain of shoe stores for 
men, women and children and 
sells related items, such as hosiery, 
handbags, etc., also owns five fac- 
tories with capacity of 15,000 
pairs of shoes per day. Net in- 
come for six months ended June 
30, 1946, amounted to $611,626 
equal after dividend requirements 
on 65,579 shares of $5 prior pre- 
ferred stock, to $2.19 a share on 
202,729 shares of common stock, 
comparing with $254,667 or 42 
cents a common share in first six 
months of 1945. Current assets 
on June 30, last, amounted to $8,- 
451,625 and current liabilities 
were $3,088,545, leaving net 
working capital of $5,363,080 as 
compared with $4,095,237 a year 
previous. Long term debt amount- 
ed to $1,376,000. 





How New Forces Will 
Affect Public Utilities 





(Continued from page 194) 


and/or state commissions egged 
on by Federal authorities. It was 
claimed that these were to cancel 
the “write-ups” of the 1920’s, but 
the New Deal agencies went fur- 
ther than this. It became the 
fashion to write down plant ac- 
count to “original cost” when 
first devoted to public service 
(which might mean 10 to 50 
years ago, depending on the age 
of the particular units involved). 
The fact that this might mean 
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NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 147 of a series. 
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Versatility 


By MARK MERIT 





Wars, notwithstanding all their accom- 
panying evils, have a broadening influence 
on participating nations. Millions of our 
citizens during the war and in the occupa- 
tion period following it, were introduced to 
unfamiliar modes of life. With these expe- 
riences, and the opportunity for observa- 
tion, must come a better understanding. 
No finer formula for the eradication of 
provincial thinking has ever been dis- 
covered than wide and diversified expe- 
rience resulting from travel. 


Take food and drink, for instance. Amer- 
icans have developed new tastes for both 
food and drink specialties popular in other 
lands. We find many returned veterans 
are interested today in certain beverages 
with which they were only vaguely familiar 
before the war. Let’s enumerate a few of 
these beverages which have been, for many 
years, popular in the old world. 


Wine is one of them. Experts, both Ameri- 
can and foreign, have acknowledged for 
many years that fine American wines chal- 
lenged, in quality, the best that foreign 
countries produced; yet we have never been 
able to factually state that America is a 
nation having definite preference for wines. 
When we read today’s wine consumption 
figures, however, we find that there is a 
large increase in wine consumption in the 
United States. 


Vodka is another alcoholic beverage 
which received a great deal of publicity in 
this country during the war — and since. 
The recurring printed references first 
aroused curiosity; now we learn that 
many Americans find a great deal of merit 
in vodka. And brandy is another alcoholic 
beverage which, before the war, was called 
for by a comparatively few sophisticates. 
Usually it was consumed as an after dinner 
drink. Now, it is becoming increasingly 
popular served as a tall drink with soda— 
brandy and soda. For many years brandy 
and soda was one of the most popular 
alcoholic beverages in the British Empire. 
Cordials, too—many different and delect- 
able kinds—have become unprecedentedly 
popular. There are so many interesting 
recipes for drinks made with cordials. And 
we must not forget to mention rum. Once, 
it was the most popular beverage in the 
United States. In Colonial days many of 
our most prominent citizens were importers 
of rum from the West Indies. 


So there is a new taste versatility in 
cosmopolitan America today, and we trust, 
also, a broader and a more tolerant under- 
standing of people whom we are going to 
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destroying part of the capital in- 
vested in the enterprise (placed 
therein under the protection of 
previous regulatory standards) 
meant nothing tothe commissions. 

In many cases, where the Fed- 
eral or State authorities did not 
have clear-cut power to force 
these write-offs, their “bargain- 
ing powers” gave them indirect 
power — they could withhold 
permission to refund bonds and 
preferred stocks, to effect merg- 
ers or to make other advantageous 
changes unless the companies 
agreed. Once having made the 
write-offs, the tendency is then to 
consider original cost as the “rate 
base” for fixing rates—a process 
which would have been deemed 
confiscatory by the federal courts 
prior to 19382. 

However, the attitude of the 
state commissions has remained 
generally favorable with respect 
to rate-making, over which Fed- 
eral commissions have little actual 
control. A recent poll of the state 
utility commissions by Institu- 
tional Utility Service, Inc., In- 
dicated that the average commis- 
sion is willing to allow the electric 
utilities to earn about 6 percent 
or a little more en the “rate 
base,” and gas companies up to 
about 614 percent. While the rate 
base has been arbitrarily reduced 
in many cases due to write-offs, 6 
percent is a liberal return under 
present standards, and this fact 
tends to offset the damage done 
by the write-offs. 

Assuming for convenience that 
the rate base (usually net plant 
account plus some allowance for 
working capital) is equal to paid- 
in capitalization, a substantial 
percentage may be earned for 
common stock equity under the 6 
percent rule. The average utility 
now need pay only about 3 per- 


cent or less on its bonded debt, ° 


making up about half its capital 
structure, and 4 percent or less 
on the preferred stock, which ac- 
counts for about one-quarter. 
Thus an over-all 6 percent return 
on all capital means about 14 per- 
cent available on the common 
stock. To the extent that common 
stock equity has been impaired by 
write-offs, the percentage would 
be reduced, of course. 


Rate regulation is, in any 
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event, a matter of bargaining 
rather than exact arithmetic. Be- 
cause utility earnings enjoyed 
such a big gain early this year, 
from tax and refunding savings, 
there have been numerous rate 
reductions, voluntary in some 
cases. But the state commissions 
have not borne down too heavily 
—they have not taken away all 
gains, recognizing that operating 
costs are increasing rapidly. The 
net result is still favorable to com- 
mon stockholders, and rate cuts 
are a good way to stimulate new 
business. 

Moreover, Federal pressure 
against holding companies has 
lightened considerably since the 
dark days of the 1942 SEC 
“death sentences.” With the relief 
from this pressure, utility stock 
prices have gradually recovered, 
and cooperative measures by the 
SEC have permitted a more rea- 
sonable program for liquidating 
the holding companies. However, 
utility stocks still reflect in some 
degree the unhappy events of 
1932-42, and have not yet re- 
covered the full favor of in- 
vestors. 

The utilities have been both a 
growth and depression-proof in- 
dustry. Gross revenues have more 
than doubled in the last twenty 
years and have increased in every 
year of that period with the ex- 
ception of the depression years 
1931-3 and 1938. And even in 
1932, probably the most severe 
depression year in history, reve- 
nues of all electric utilities were 
only about 5 percent below the 
boom year 1929, and net income 
only 14 percent lower. In 1938, 
when many industrial companies 
again went into the red, the utili- 
ties felt only a “ripple” in their 
gross and net. What really hurt 
the utilities was the steady and 
rapid increase in taxes which 
quadrupled during 1928-45. In 
the latter year the utilities paid 
out im taxes considerably more 
than they distributed to labor, 
and more than was available for 
stockholders. 


Ending of excess profits taxes 
was the first real “break” the 
utilities had obtained for many 
years. Based on the amount of in- 
come and excess profits taxes paid 
on electric business, the saving is 


estimated to be at least $100, 
000,000, and is probably con- 
siderably larger because of the 
heavy charge-offs made last year 
(a great deal of new financing 
was rushed through so as to 
permit charge-offs of premiums, 
expenses, etc.). The total amount 
was probably equivalent to 20-25 
per cent of net income and stil] 
bigger percentage of common 
stock earnings (after preferred 
dividends). 

This result is fully borne out 
by the 1946 figures. In the eight 
months ended August 31 revenues 
were only about 1 percent over 
last year (there was a big loss in 
war industrial business, just 
about compensated for by in- 
creased residential and commer- 
cial business) ; but net income was 
28 percent over last year. In fact, 
the first quarter showed a gain of 
39 percent and the first half 31 
percent, but the later rate of gain 
has tapered off due to rising 
costs, with August showing only 
17 percent. The showing for the 
last part of the year may be more 
favorable, however, because of 
the substantial year-end charge- 
offs last year. Thus for the year 
it seems to be a fair estimate that 
net income will gain at least 20 
percent, and the balance for com- 
mon stockholders should be at 
least 25-30 percent over last 
year. This is the biggest gain the 
utilities have enjoyed since 1927. 

Why haven’t utility stocks re- 
flected this gain in earnings? One 
answer seems to be that they “dis- 
counted” the result last year, 
since it was known long before 
the end of 1945 that the tax 
situation would be relieved. Utili- 
ty operating stocks advanced 
about 30 percent in 1945 and 
holding company stocks (with 
their bigger leverage) about 
doubled in price. In early 1946 
holding company issues continued 
to advance sharply, but operating 
companies lagged, due apparent- 
ly to the excessive amount of new 
issues as mentioned above. 

But it appears illogical for 
utilities to have suffered so heavi- 
ly in the recent “bear market,” 
in view of their sharply improved 
earnings position. Some of the 
holding company stocks dropped 
40-50 percent, cancelling a sub- 
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stantial part of their gains in the 
previous year and a half, and at 
the present writing have re- 
covered only about one-quarter of 
this decline. Based on the earn- 
ings and dividend outlook utilities 
were over-sold as compared with 
industrials. In view of the favor- 
able election results, forecasting 
a definite turn to the right in na- 
tional politics and probable relief 
from some forms of persecution 
and propaganda, the utilities 
might be expected to make a bet- 
ter-than-average market come- 
back. 

The principal speculative in- 
terest remains, of course, in the 
holding company stocks. But 
many investors are overlooking 
the sound values both for income 
and substantial appreciation 
which currently exist in the pre- 
ferred stocks of the holding com- 
panies. For example, Electric 
Power & Light in the 12 months 
ended August 31 earned $20.89 
a share on its first preferred 
stocks. The regular dividend is 
now being paid and the $6 pre- 
ferred at its recent price of 140 
yielded 4.3%—not a bad return 
as compared with typical yields 
of 3.3% and upwards on high- 
grade preferred stocks. The 
stock has nearly $77 arrears and 
in liquidation might be entitled to 
either $177 or $187 depending on 
whether the $10 redemption 
premium is paid. A plan has been 
filed with the SEC proposing 
that stockholders receive their 
choice of United Gas, a new elec- 
tric holding company stock, or 
about $179 cash. 

There are a number of other 
holding company preferred stocks 
also currently paying their regu- 
lar dividend rates, and selling be- 
low their liquidating claims, in- 
cluding arrears — American 
Power & Light, American & For- 
eign Power First Preferred, Nia- 
gara Hudson Power First Pre- 
ferred, Commonwealth and 
Southern, New England Power 
Association, and New England 
Public Serivce. A few others such 
as the three Cities Service issues 
have not resumed regular pay- 
ments, but have similar apprecia- 
tion possibilities when the com- 
— are wound up or recapital- 
ized. 


NOVEMBER 23, 1946 





The world has long been 
divided into 3 kingdoms—an- 
imal, mineral and vegetable. 
Today a 4th kingdom is growing, a kingdom of 
synthetics, of plastics, of creative chemistry... 



















Bright Futures can be seen already for 
many of Goodyear’s recent develop- 
ments in plastics and synthetics: 


Tires and Tubes, that promise to last 
as long as most owners will probably 
keep their cars. 


Pliofilm, to package and preserve per- 
ishable food stuffs, drugs or tobacco. 


Airfoam,to cushionall types of seating, for 
mattresses and as a vibration dampener. 


Neolite, long-wearing and waterproof, 
for the soles and heels of shoes. 


Pliobond, to bond wood to metal, plas- 
tic to glass, or practically any 
one material to another. 


The full list of new 
Goodyear products is 
too long to detail here. 
But Goodyear, with 
| record-breaking 
peacetime sales in the 
first half of 1946, is 
pioneering just as 
successfully today in 
synthetics as it has 
been pioneering in 
natural rubber for 


nearly half a century. 


Airfoam, Neolite, Pliobond, Pliofilm—T.M.’s The Goodyear T. & R. Co. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 














common 


Holding 
stocks are of course more specula- 
tive, but real bargains seem to 
exist at current deflated levels. 
A dozen of them are paying divi- 
dends—American Gas & Electric, 


company 


American Light & ‘Traction, 
Columbia Gas, Federal Light & 
Traction, General Public Utili- 
ties, Middle West, North Amer- 
ican, Philadelphia Co., Public 
Service of N.J. United Gas Im- 
provement, Louisville Gas & Elec- 
tric A and United Light & Rail- 
ways. There are about twenty- 
five others which do not pay divi- 
dends currently. The quality of 
holding company equities ranges 
from high-grade (American Gas 
& Electric, American Light & 
Traction, North American, etc.) 
to low-priced and _ speculative, 
(Commonwealth, Ogden, United, 
etc.) 

But due to the very substantial 
increase in earnings today’s in- 
creased speculative values may 
have as much “backing” in the 
way of earnings as they did at 
the very low prices of a few years 
ago. Thus while American Power 
& Light has advanced from the 
1942 low of 9/16 to the recent 
price around 13, it should also be 
noted that share earnings have 
advanced from 43c to $5.25 (and 
may be higher by the year-end). 
Commonwealth & Southern earn- 
ings jumped from 6c in 1942 to 
55c in the latest statement. Other 
gains have been less spectacular, 
but most of the holding com- 
panies have benefitted substanti- 
ally by the new tax law (there 
are a few exceptions such as Gen- 
eral Public Utilities, which hadn’t 
paid any excess profits taxes). 

The above illustrations will 
serve to indicate that utility op- 
erating company stocks as well as 
holding company senior issues) 
deserve the attention of investors 
who want better-than-average 
yields, and that many holding 
company stocks again furnish a 
“happy hunting ground” for 
more speculative-minded buyers. 
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the cost of Canadian imports 
from other countries. 
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A new agency to facilitate 
foreign trade — the Canadian 
Commercial Corporation — was 
organized this year by the Do- 
minion Government with a capital 
of $10 million and will operate as 
a purchaser abroad for account 
of Canadian importers of such 
commodities as sugar, tea, rubber, 
oils and fats, which may continue 
under international allocation or 
foreign government control for 
some time. Although such an 
agency may prove to be necessary 
for securing adequate supplies of 
certain foreign raw materials, 
and obtaining the best prices and 
terms available, its organization 
nevertheless has proved disap- 
pointing to Canadian business 
men who had been looking for- 
ward to the elimination of gov- 
ernment controls and the return 
of foreign trade to a free com- 
petitive basis. 


Economic Renaissance In 
Palestine 


The seemingly endless efforts 
to bring about a settlement of the 
political problem in Palestine 
finally appear to be making some 
progress. Meanwhile, despite the 
political uncertainty and unrest 
bordering on civil war, the de- 
velopment and modernization of 
industry there continues to go 
forward—slowly, to be sure, yet 
steadily. Orders placed here for 
American machinery and equip- 
ment have broken all records this 
year. At the same time, it must 
be frankly recognized that eco- 
nomic conditions generally in the 
Middle East are quite unsatisfac- 
tory at present. 


The political problem is one of 
the most difficult facing the world 
today, and its importance is out 
of all proportion to the compara- 
tively small area (10,429 square 
miles) and population (1,865,- 
000) of Palestine. It involves not 
only the conflicting religions and 
economic interests of the Zionists 
and Arabs, but also the deep- 
seated struggle between the 
British Empire and the Soviet 
Union for control in the Middle 
East. The United States and 
other countries are vitally inter- 
ested, not only for humanitarian 
reasons but also because of the 
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large trade that is expected when 
the long-range industrial de. 
velopment of Palestine really gets 
under way. 

In 1939 the U. S. exports to 
Palestine amounted to about $8 


million, but in 1945 had increased 


to $18 million. here has been a 
further substantial increase this 
year, with known orders exceed- 
ing $25 million for such factory 


equipment as machinery for tex- 


tile spinning, weaving, knitting, 
and dyeing; also machinery for 
the shoe, chemical, and construc- 
tion industries; also farm imple- 
ments, automobiles, electric mo- 
tors, radios; and such other raw 
materials and manufactured 
products as raw cotton, cotton 
and rayon yarns, steel, aluminum, 
paper, and cardboard. 

A huge irrigation and water 
power development for Palestine 
has recently been outlined, known 
as the Jordan River Authority 
and patterned after our own 
TVA. The plan provides for a 
great system of dams along the 
Jordan River which will collect 
water—the scarcity of which has 
been for thousands of years the 
principal handicap to the indus- 
trial and agricultural develop- 
ment of large arid sections. The 
hydroelectric stations to be built 
at the dams will generate low-cost 
power to take the place of coal, 
which is not mined there to any 
extent and must be imported at 
high cost. It is reported that 
JRA will be financed partly by 
the sales of stock to Jewish in- 
terests in the United States, and 
partly by a bond issue. 

Palestine has accumulated 
large sterling balances in Lon- 
don (available for purchases of 
British merchandise) through the 
heavy wartime exports of oranges 
and other products, and also ex- 
penditures in Palestine by the 
British Government and British 
soldiers, during a time when im- 
ports were severely curtailed. A 
thriving new industry of cutting 
diamonds has recently been built 
up. Another noteworthy develop- 
ment is the establishment of in- 
dustries manufacturing chemical, 
drug, and pharmaceutical prod- 
ucts and using as raw material 
the salts recovered from the 
waters of the Red Sea. The ex- 
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tensive ship repair facilities at the 
port of Haifa on the Mediter- 


| ranean were able to service more 


than 800 British and Allied ships 


during the war. In addition to 


| international receipts from the 
' sale of goods and services, Pales- 


tine continues to receive large im- 
migrants remittances from the 
United States. 


Economic Unrest in Spain 


Conditions in Spain present a 
strange contrast of political ten- 
sion under the discredited Franco 
dictatorship, and discontent of 
the masses of the people with the 
excessively high prices and de- 
plorable living conditions, at the 
same time that the country has 
an abundant harvest of food 
crops, a large volume of produc- 
tion and trade, and an active de- 
velopment of new _ industries, 
mining, and electric power. 

For ten years Spain has been 
in the throes ‘of disorder, revolu 
tion, and civil war. A large ma- 
jority of the Spanish people are 
reported as opposed to the ruth- 
less dictatorship and there are 
numerous underground opposi- 
tion movements, clandestine, but 
efficient, yet none thus far has 
made much progress toward over- 
throwing the Franco regime. The 
country has six different kinds of 
secret police; political prisoners 
are executed without trial; every- 
where there is the spirit of grum- 
bling, disagreement, distrust, 
hatred, and revenge. 

Spain had excellent crops this 
year of wheat, potatoes, olive oil, 
chickpeas, and fruits, and there 
is a fair supply of meat, yet 
prices are so high that the mass 
of the people are unable to buy 
enough to maintain health. The 
official rations of food are very 
meagre, and additional foods are 
obtainable only in the black mar- 
kets at prices that most people 
cannot afford to pay. 

The monthly index of retail 
food prices in Spain, carried in 
the Statistical Bulletin of the 
League of Nations, showed prac- 
tically a doubling from the base 
of 1939—-100 to an average in 
1944 of 198, and rose further by 
December 1945 to 233, but since 
that time publication of figures 
has apparently been suspended. 
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BLYTH & CO., INC. 
GLORE, FORGAN & CO. 
PAINE, 


WATLING, LERCHEN & CO. 


November 15, 1946.° 





This announcement ts neither an offer to sell nor a solicitation of an offer to 


buy any of these shares. The offer is made only by the Prospectus 


| 500,000 Shares 
| Consumers Power Company 


Common Stock 


(Without Par Value) 
Price $36 a Share 


Copies of the Prospectus may be obtained from any of the undersigned 
only in States in which such of the undersigned are legally 
authorized to act as dealers in securities and in which 
such Prospectus may legally be distributed. 


MORGAN STANLEY & CO, 
MERRILL LYNCH, PIERCE, FENNER & BEANE 


WEBBER, JACKSON & CURTIS 


HORNBLOWER & WEEKS LAURENCE M. MARKS & CO. 


EASTMAN, DILLON & CO. 


FIRST OF MICHIGAN CORPORATION 

















There are reports that a large 
proportion of the food produced 
is diverted to the black markets 
via the grafting government of- 
ficials, the Falange party, and the 
military. Housing conditions are 
intolerable, with large numbers of 
people living in filthy shacks and 
even in caves. The traditional 
sharp contrast between the rich 
and poor in Spain is now between 
those still able to get along fairly 
well, and those on the verage of 
starvation. 

Despite the many obstacles 
growing out of the political un- 
rest and maldistribution of goods, 
industrial production is well 
maintained and new development 
plans are definitely going for- 
ward. Steel output is again 
rising, following a moderate de- 
cline in 1945. Coal mining has in 
recent years almost doubled, while 
electric power output has more 
than doubled and is expected to 
double again by 1952. There are 
reputed to be rich deposits of 
anthracite and bituminous coal, 
as well as iron and nonferrous 
metal ores, that have hardly been 
touched. The Duero Valley has 


vast potentialities for hydro- 
electric plants and for such indus- 
tries as chemicals, aluminum, and 
machinery. The well-established 
textile industry now supplies 
practically all of the country’s 
clothing requirements, while new- 
er industries include chemicals, 
locomotives, and railway equip- 
ment,—also a small automobile 
factory in Barcelona. 








Du Pont—Single-Stock 
Investment Trust 





(Continued from page 200) 


upon medium term developments 
in the economy. If all goes well, 


additional income from _ these 
prospective investments should 
importantly enhance the com- 


pany’s net earnings potentials 
from the angle of manufacturing 
operations. 

Meantime, between operating 
profits and income derived from 
securities owned, including GM 
shares, earnings of du Pont in the 
current years are trending sub- 
stantially above levels established 
in 1945. Just how the relation- 
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Imperial Oil Limited 
TORONTO 1, ONTARIO 
Notice to Shareholders and the 
Holders of Share Warrants 


NOTICE is hereby given that a dividend of 
25 cents per share in Canadian currency has 
been declared, and that the same will be payable 
on or after the 2nd day of December, 1946, in 
respect of the shares specified in any Bearer 
Share Warrants of the Company of the 1929 
issue upon presentation and delivery of coupons 
No. 66 at: 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch, 
Toronto 1, Canada. 

The payment to Shareholders of record at the 
close of business on the 15th day of November, 
1946, and whose shares are represented by Regis- 
tered Certificates of the 1929 issues, will be made 
by cheque, mailed from the offices of the Com- 
pany on the 29th day of November, 1946. 

The Transter books will be closed from the 
16th day of November to the 30th day of Novem- 
ber, 1946, inclusive and no Bearer Share War- 
rants will be converted into other denominations 
of Share Warrants during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 15% shall be im- 
posed and dedueted at the source on all dividends 
payable by Canadian debtors to non-residents of 
Canada. The tax will be deducted from all divi- 
dend cheques mailed to non-resident shareholders 
and the Company’s Bankers will deduct the tax 
when paying coupons to or for accounts of non- 
resident shareholders. Ownership Certificates 
must accompany all dividend coupons presented 
for payment by residents of Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax with- 
held at source is allowable against the tax shown 
on their United States Federal Income Tax re- 
turn. In order to claim such credit the United 
States tax authorities require evidence of the 
deduction of said tax, for which purpose Owner- 
ship Certificates (Form No. 601) must be com- 
pleted in duplicate and the Bank cashing the 
coupons will endorse both copies with a Certificate 
relative to the deduction and payment of the tax 
and return one Certificate to the Shareholder. If 
forms No. 601 are not available at local United 
States banks, they can be secured from the Com- 
pany’s office or The Royal Bank of Canada, 
Toronto. 

Subject to Canadian regulations affecting 
enemy aliens, non-residents of Canada may con- 
vert this Canadian dollar dividend into United 
States currency or such other foreign cur- 
rencies as are permitted by the general regula- 
tions of the Canadian Foreign Exchange Control 
Board at the official Canadian Foreign Exchange 
control rates prevailing on the date of presenta- 
tion. Such conversion can be effected only 
through an Authorized Dealer, i.e., a Canadian 
branch of any Canadian chartered bank. The 
Agency of The Royal Bank of Canada, 68 
William Street, New York City, is prepared to 
accept dividend cheques or coupons for collection 
through an Authorized Dealer and conversion 
into any permitted foreign currency. 

The Secretary will on request and when avail- 
able forward to the holder of any Bearer Share 
Warrant of the Company a copy of the Com- 
pany’s annual report for the fiscal year 1945. ° 

By order of the Board, 
COLIN D. CRICHTON, 
Gen § ar 
56 Church Street, Toronto 1, roa eens 
November 4, 1946 











ship between the two major 
sources of income has varied in 
prewar, war and postwar periods 
is an interesting study in itself, 
and in view of uncertainties 
clouding the prospects of the 
automobile manufacturers carries 
above-average significance. Dur- 
ing a long period prior to Pear! 
Harbor there were years now and 
then when dividends received 
from General Motors shares sub- 
stantially supported the rate paid 
by du Pont to its own sharehold- 
ers. In 1939, for example, when 
operating profits of du Pont 
amounted to about $63 million, 
an additional $35 million from 
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GM dividends helped towards a 


total net of $7.66 per share shown , 


for du Pont common, of which $7 
was liberally disbursed among the 
company’s shareholders. Going 
way back to the booming 1920s, 
there were times when the rela- 
tionship was far closer than that 
cited, but that was in the days 
before du Pont had expanded its 
chemical sales to a point even ap- 
proaching latter day figures. 

During war years, volume sales 
of du Pont rose to more than 
double the prewar level, and by 
1943 operating profit had soared 
to a peak of $166 million while 
dividends from GM in that year 
declined to $20 million. But in 
line with strongly established 
policies, plus the impact of OPA 
and renegotiation experts, prices 
of du Pont products trended 
steadily downward during the 
period of hostilities, despite rising 
costs. Hence profit margins 
tended to contract, and by the 
time the Federal tax collector had 
finished with his knife in 1943, 
net per share of the company de- 
clined to $5.59, from which divi- 
dends of $4.25 were distributed, 
nearly half being attributable to 
income from GM shares. 


Bringing the record up _ to 
1945, income from GM_ invest- 
ment rose to $30 million and al- 
though operating profits declined 
to $122 million, taxes dropped 
proportionately, so that final net 
per share rose to $6.29 and du 
Pont comfortably continued its 
dividend established at $5.25 per 
share in 1944. With excess profits 
taxes no longer in the picture 
with the advent of 1946, and sales 
holding close to the level of the 
previous year, net earnings from 
chemical operations alone are 
currently estimated at .a_ rate 
around 7 dollars per share, or 
ample to stabilize dividends at at 
least the present rate, entirely in- 
dependent of income from Gen- 
eral Motors shares. Thus al- 
though du Pont’s income from 
this latter source has been again 
cut to an annual rate of $20 mil- 
lion and nobody can predict what 
the near future may bring, share- 
holders of the chemical concern 
apparently have little to worry 
about as regards their dividends. 
Indeed, should GM_ succeed in 
pulling out of its prolonged rut 


and really get into its brightly 
promised stride, du Pont earnings 
in the medium term could easily 
rise to a point where its prewar 
dividend rate of $7 per share 
might be restored, as a minimum 
potential. 

Not to be overlooked by any 
means in this discussion are sums 
received by du Pont from its 
foreign investments, carried on 
the books at some $17 million, 
especially when income from in- 
terest or dividends on domestic 
securities other than GM are 
taken into consideration. For 
many years past income from 
these sources has ranged from $4 
million to $7 million annually, 
and income derived from export 
sales has accounted for about 6% 
of the company’s total. Now that 
Latin - American activities are 
being spurred to new dimensions, 
in line with expanding trends here 
at home, demand for chemicals 
from foreign subsidiaries of du 
Pont should produce sizable prof- 
its, while shipments from the 
parent company to customers 
abroad are likewise showing con- 
sistent growth. 


How far sighted du _ Pont 
management was originally in its 
major investment in the auto- 
mobile field, as now expressed by 
ownership of so many shares in 
General Motors Corporation, is 
disclosed by newly developing 
factors which are quite apart 
from dividend income received. 
Fact is that the intimate contact 
achieved with the automobile in- 
dustry has quite naturally facili- 
tated the process of introducing 
synthetic products into this im- 
mense market. Witness, for in- 
stance, the plastic steering wheels, 
push buttons, gadgets and orna- 
ments now standard equipment on 
more than one model produced by 
different car makers, and_ the 
shatter-proof glass on the win- 
dows, the transparent plastics 
now displacing glass upon the 
lights, both fore and aft. Accord- 
ing to du Pont, dozens of uses for 
its various products have now 
been introduced by manfacturers 
of cars, and the limit has by no 
means yet been reached. 

Judging by all signs, the 
chemical industry seems headed 
for an extended period during 
which supply will continue to fall 
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short in meeting current and ex- 
panding demand. If this premise 
becomes realistic, du Pont as- 
suredly is in a favored position to 
capitalize upon the opportunity 
in every direction by utilizing its 
present 80 plants to the utmost. 
And if its expansion plans 
develop, sales and earnings should 
trend upward substantially, given 
reasonable time. With income im- 
portantly bolstered from both 
operations and investments, and 
with the management traditional- 
ly generous with shareholders, 
confidence by the latter is wel! 
warranted. 








For Profit and Income 





(Continued from page 209) 


makers are among the minority of 
companies likely to be virtually, 
if not completely, immune. A 
tremendous amount of painting 
was deferred during the war. Ma- 
terials, especially lead, are still 
in short supply. It appears to us 
that there should be demand over 
the next couple of years for all 
the paint that can be made. The 
recent decontrol of prices will 
widen margins. Investment pref- 
erence would be for Sherwin- 
Williams and Pittsburgh Plate 
Glass; semi-speculative prefer- 
ence for Glidden, Devoe & Reyn- 
olds and Pratt & Lambert. 





Tax Information Please! 





(Continued from page 205) 


could attempt would be to ex- 
change securities with someone 
for the purpose of establishing 
losses, or to concoct some smart 
scheme to create a fictitious buy- 
er, it often happens that stocks 
or bonds have to be exchanged in 
the course of legitimate combina- 
tions or reorganizations. Such 
transactions occasion need for 
some complex estimates of value 
now and then, but where the com- 
panies involved are large and im- 
portant, experts usually provide 
adequate information as to losses 
or gains incurred by individual 
taxpayers. Basically the problem 
m such cases is not too difficult, 
because the various securities in- 
volved usually have established 
market values, both before anil 
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after the exchange takes place. 
Involved though the process 
sometimes is on its face, it be- 
comes a matter of simple arithme- 
tic to figure out the new financial 
status of an investor relative to 
his former position. 


Six Selected Stocks With 
Long Dividend Records 








(Continued from page 203) 
and allied products, this concern 
is the outgrowth of a number of 
businesses in the field, some of 
them started more than half a 
century ago. Output centers upon 
gypsum in various forms for 
building materials, all types of 
metal laths, specialty paint prod- 
ucts, asphalt and asbestos 
shingles, and similar items. 
Operations are highly integrated, 
with gypsum obtained from the 
company’s own mines in Nova 
Scotia and the United States, 
metal products manufactured in 
its own plants and even the multi- 
ple ply bags used as gypsum con- 
tainers turned out in company 
factories. U.S. Gypsum operates 
more than twenty properties and 
plants, scattered through the 
country for strategic reasons, 
while its products are distributed 
by 35 branch sales offices. 

So widespread has been the de- 
mand for the company’s products 
and so well entrenched has it be- 
come that U.S. Gypsum sales ac- 
count for about half of the total 
domestic volume. As a result of 
successful competition with other 
building materials, growth in 
volume has been consistent, ex- 
ceeding $65 million in 1945. At 
the end of last year working 
capital of $40 million had reached 
a peak record. While net earnings 
are sensitive to swings in eco- 
nomic cycles, the company has 
kept in the black for decades past 
and dividends have been paid 
without a break since 1919. Earn- 
ings applicable to the common 
amounted to $3.18 in 1945, and 
with current volume at a high 
level, plus important relief from 
EPT, could rather rapidly ad- 
vance to equal a showing of $4 or 
$5 per share achieved in im- 
mediate prewar years. For several 
years past the annual dividend 
rate has been $2 per share. 











Opportunities for Income 
and Price Appreciation 





(Continued from page 207) 
and expansion of existing facili- 
ties, construction of new units 
and has need of additional work- 
ing capital for expanded busi- 
ness. Presently outstanding stock 
consists of 1,835,644 shares of $5 
preferred and 44,104,340 com- 
mon shares. Funded debt consists 
of $125 million of 214 per cent 
promissory notes due in twenty 
to thirty years, sold to insurance 
companies earlier in the year. 





Realistic Reappraisal of 
Backlog Orders 





(Continued from page 185) 
million in its unfilled orders files, 
is still receiving a substantial 
volume of new business, so that 
this backlog may be still further 
augmented in the months directly 
ahead. Of the indicated total, 
military commitments represent 
about $144 million, the balance 
consisting chiefly of commercial 
aircraft business, in which Lock- 
heed is a leader. Glenn L. Mar- 
tin’s backlog has been showing 
substantial growth, the $196 mil- 
lion recently reported represent- 
ing a $21 million increase over 
the previous backlog report is- 
sued last July. While an exact 
breakdown of the current figure is 
not indicated, commercial trans- 
port plane business comprises a 
large percentage: at least $75 
million is believed to represent 
new equipment orders for delivery 
in 1947. 

Another interesting example of 
comfortable backlog expansion is 
in the rail equipment industry. 
American Car & Foundry recent- 
ly reported accumulated orders 
exceeding $155 million, compared 
with $124 million on May 1, the 
beginning of AC&F’S fiscal year. 
The present backlog consists of 
over 24,000 freight cars, over 
650 passenger cars, over 2,400 
tank cars, and over 5,400 railway 
mine cars. Thus, far operations 
have been curtailed owing to 
shortages in critical materials, 
especially steel. . 

American Locomotive, likewise, 
shows a substantial bank of un- 
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ANNUAL FORECAST for 1947 


The most comprehensive and profit pointing survey 
of its kind ever issued by this service. 


24 Pages of facts, figures and predictions. Our definite market opinion 
on most of the 1054 listed common stocks. Another section will pro- | 
vide a complete list of all stocks priced from 1 to 20 which are rated | 

| 


“above average” or higher. 


In addition to the wide range of specific securities covered, this report 
will include original Investment Studies on the kind of securities offer- 
ing you the best prospects for 1947. 


Mail $1 with this ad and your name and 
address for this important annual forecast. 
Ai no added cost you will get the next 3 is- 
sues of Poor’s Investment Advisory Service. 


POOR’S INVESTMENT ADVISORY SERVICE | 


Standard & Poor’s Corporation (Established 1860) 
345 Hudson Street, New York 14, N. Y. 
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CYCLES 


The Science 








of 
Prediction 


For All Interested in 
THE STOCK MARKET 


ABUNDANCE or SCARCITY 
COMMODITIES 
REAL ESTATE 


This new book by Edward R. Dewey and 
Edwin F. Dakin shows an interesting high- 
light on the forces that shape our lives. 
It offers the key to the rhythms of the 
future based on the RYTHMS of the past. 
Send $2.75 for your copy, direct ta 
G. SCHRADER, Box 864-B, Central Sta- 
tion, St. Louis, Mo. 


$2.75 the copy 
































Postpaid 











TESTED BUSIWESS IDEA 


Protect and beautify price fists, photos, 
bluepri™ts, advertising, sales literature, 
ete. with KV6 Plastie Envelopes. Excellent 
for sales presentations. Fit standard 3-ring 
binders. FREE SAMPLE: write on letter- 
head to American Plastic Products, 2907 
South Main Strect, Aer Angeles 7, Cal. 
Attention: Dept. 


Branches: New York ¢ Chicago 











Cyclotron Stock Market 
Course 
TEACHES REVOLUTIONARY NEW 
RESEARCH ANALYSIS METHODS... 
SEND FOR FREE PARTICULARS 


CYCLOTRON TRADING SERVICES 
1412 Amsterdam Road, Covington 55, Ky. 











filled orders, approximating $100 
million, compared with an esti- 
mated $80 million reported a few 
months ago. Approximately 15% 
of the present total represents ex- 
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port business, according to Amer- 
ican Locomotive’s president. It is 
interesting to note that Baldwin 
—another large locomotive build- 
er—reports virtually the same 
backlog figure — $100 million. 
However, well over half of this is 
destined for the export market, 
compared with American’s 15% 
destined for overseas. 

The newly formed Budd Co., 
result of a merger of Budd 
Manufacturing and Budd Wheel 
reports over $159 million of ac- 
crued and unfilled orders on its 
books. This figure breaks down 
into some $100 million or orders 
for the automobile industry, the 
balance consisting mainly of 
orders for over 600 stainless steel 
railway passenger cars. 

Another interesting group 
among the heavy goods ‘producers 
are the air conditioning equip- 
ment manufacturers — Carrier 
and York. In each case, current 
backlogs are roughly three times 
their corresponding pre - war 
totals, and, on the basis of 1939 
output, many years of operations 
are indicated—over 11 years for 
Carrier and about 15 for York. 
The fact that this is a growth in- 
dustry, with considerable poten- 
tial for future expansion, should 
be borne in mind in evaluating 
backlogs of these companies. 

A somewhat special situation 
among the heavy equipment 
makers is represented by General 
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Electric and Westinghouse, 
Manufacturing a diversified line 
comprising thousands of items, 
these concerns are in both the 
consumer durable and industrial 
equipment fields, and thus repre. 
sent somewhat of a hybrid class, 
Like other producers of refrig- 
erators, Washing machines, elec- 
tric irons, home appliances, ete. 
their backlogs of this type of 
product may well be subject to 
same discounting, but consideri "ing 
that these organizations also make 
a variety of motors, generators, 
convertors, electrical and_ elec 
tronic equipment, their overall 
backlogs would probably not be 
gree tly reduced on balance. 





World Commodity Price 
Decline—What It Portends 
for Business 





(Continued from page 182) 


obtained since early 1942, but its 
harmful effects were not felt im- 
mediately because of the great 
volume of business brought about 
by the war. 

But eventually this mal- 
adjustment must be corrected 
or industry could not survive. 
Retail price markups have given 
some relief, but there is a definite 
limit to which such increases can 
go; already they are bumping 
against the ceiling of consumer 
resistance. When the cycle is re- 
versed, it will be first reflected in 
raw materials prices, which are 
always more volatile than the fin- 
ished products in the matter of 
price changes. The _ resultant 
change should mark the turning 
point in the pressure on profit 
margins, and thus eventually be 
beneficial. The more immediate 
consequence of a price decline 
may not be so favorable, however, 
for companies with large inven- 
tories. 

From the consumer’s stand- 
point, a settling in prices to more 
equitable levels would be wholly 
desirable, as it would relieve the 
present cost-of-living strain and 
result in greater purchasing pow- 
er. Such an adjustment between 
prices and public buying power 
must first materialize betore any 
period of real prosperity can be 
attained. 
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But what effect would declin- 
ng prices have upon labor de- 
ands? ~=©Agitation for higher 
ages in the past year has been 
sed to a large degree on the 

; st-of-living” argument, but if 
) significant decline in living costs 

nsues, this contention will have 
st much of its force. Particu- 
rly will this be the case if em- 
jloyment conditions change in 
ome of the large manufuacturing 
ndustries. 

However, this is looking some 
listance ahead to the eventual 
putcome. In the more immediate 
tiew is the prospect of a new 
save of wage demands which will 
ome to a climax in the next 

jonth or two. 

What effect would a decline in 
ommodity prices have upon busi- 

ess activity? It would hardly be 
orrect to say that a price rever- 
al would cause a period of busi- 
ess recession; rather, both stem 
from identical sources. Any dis- 
ussion of possible business stag- 
nation inevitably involves the 
question of inventories, and the 
act that such stocks have shown 
. $7 billion increase since the end 
of the war—the highest 12-month 
ise on record — has attracted 
nuch attention. Combined inven- 
tories of manufactuurers, whole- 
salers, and retailers now stand at 
around $32 billion, an all-time 
meak. However, the rate of manu- 
facturers’ shipments and _ retail 
ales has also been commensurate- 
ly high, and on this basis, inven- 
tories are not as swollen as they 
may appear. But the fact that 
they loom so large compared with 
past figures injects a note of cau- 
tion. 

That some period of trade 
lackening will materialize next 
year seems probable, but it is dif- 
ficult to believe that it will be as 
severe or as prolonged as the 
1919-21 decline, to say nothing 
of the 1929-31 experience. For 
me thing, both consumer and in- 
dustrial needs are of unprecedent- 
ed extent, and must eventually be 
satisfied. Secondly, our present 
price level, while much inflated, 
8s not as high as in 1919. An- 
other factor is the widespread 
caution among business men, 
which will militate against undue 
xpansion at this time. 
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The coming period must there- 
fore be considered one of adjust- 
ment in many respects, with costs 
and prices coming into more real- 


istic alignment. After this ad- 
justment has taken place, a peri- 
od of sustained prosperity could 
well ensue. 





Outlook for Individual 
Companies Under Current 
Inventory Revisions 
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facturing end, this naturally re- 
quires a lot of judgment in hold- 
ing the proportions of raw ma- 
terials, work in process and fin- 
ished goods in desirable balance, 
and with totals adjusted to im- 
mediate volume in sight. On the 
other hand, distributors have only 
one problem to solve, the ques- 
tion of how rapidly the finished 
goods they purchase will move 
out of the store to make room for 
replacements. On an appended 
table we list a number of con- 
cerns in various industries to show 
how their inventories at the first 
of the current year stood in re- 
lation to their annual sales. From 
this picture it will be seen that 
rate of turnover depends largely 
upon the class of goods handled, 
but at that date it must be recog- 
nized that adjustments from war 
activities to peacetime business 
were still in a state of flux. 
During the transition char- 
actertistic of 1946, many mania- 
facturers have been faced with 
the dual problem of liquidating 
wartime inventories and replacing 
their stocks at every stage of 
production in order to refill the 
pipelines with civilian products 
in scant supply, as a first step 
before planning heavily upon re- 


placement sales. During this 
process, which involved makers 


of durables for the most part, 
strikes, scarcities of raw materials 
and essential parts, and labor 
shortages have created such ab- 
normal conditions that it has 
been exceedingly difficult to im- 
plement desired inventory con- 
trols. Prices, too, were so ex- 
posed to such constant variations 
that to keep the relationship of 
inventories to volume in good bal- 

















DIVIDEND NOTICE 


The Board of Directors of Canada Dry 
Ginger Ale, Incorporated, at a meeting 
thereof held on Oct. 29, 1946 dc- 
clared the regular quarterly dividend 
of $1.0625 per share on the $4.25 
Cumulative Preferred Stock and a div- 
idend of $0.15 per share on the Com- 
mon Stock of the par value of $1.6624 
per share; both payable Jan. 1, 1947 
to stockholders of record at the close 
of business on Dec. 11, 1946. Transfer 
books will not be closed. Checks will 
be mailed. 


Wo. J. WILLiaMs, 
V. Pres. & Secretary 














FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day declared 
the regular quarterly dividend of $1.25 per 
share on the outstanding 5% Cumulative Pre- 
ferred Stock, payable December 2nd, 1946 to 
stockholders of record November 18th, 1946. A 
dividend of twenty-five ($.25) per share has 
also been declared on the Common Stock, pay- 
able “December 2nd, 1946 to stockholders of 
record November 18th, 1946. The transfer books 
will not close. 

Graham Hunter 

Treasurer 


November 4, 1946 














Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the Alle- 

gheny Ludlum Steel Corporation held on November 7, 

1946, a dividend of eighty cents (80c) per share was 
declared on the Common stock of the 
Corpoyation, payable December 21. 1946 
to stockholders of record at the close of 
business November 29, 1946 


E. J. HANLEY, Secretary & Treasurer. 








Investors— 


SAVE TIME AND MONEY 
by using 
THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod 
ern way. THE HANDY RECORD 
BOOK saves you time and m-ney by 
showing at a glance your holdings and 
their cost, transfer taxes paid, net long- 
and short-term gains and losses . .. in 
valuable for income tax purposes. 
Send $1 for your copy today 


HANDY RECORD BOOK CO. 
656 Broadway, New York 12, N. Y. 
(Or at Leading Stationers) 

















Are you interested in Canadian 
industrial or mining stocks? 
For investment advice 
write 


THE EDWARD STOCK TRADER 


Post Office Box 51 TORONTO 
Terminal A CANADA 
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i Have The Forecast Work With You 


To Capitalize on Coming Important Markets 


HROUGHOUT the months ahead, we look forward to serving 
T you ...to having you conduct through our definite and continuous 
counsel, a carefully arranged market program . . . and gradually 
establish an investment backlog of securities for liberal income and 
substantial capital appreciation. 


You will be advised in timing your commitments . . . in knowing what 
and when to buy and when to sell . . . when to contact or expand 
your position as we gauge intermediate turning points and market 
movements, Further, you will be welcome to our extensive consultation 
service to keep your holdings on a sound and profitable basis. 


The Forecast's Outstanding Record 


In this—our 29th year—we are gratified that the new lower-priced 
Forecast . . . announced 4 years ago . . . is guiding more and more 
investors like yourself throughout the country. We are proud of .. . 


1. Its 2000% increase in clientele. You would be a 
member, as far as we can ascertain, of one of the 
fastest growing security services in the country. 


2. Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program, 


3. Its outstanding record. Our policy is to select on 
“values” at all times . . . and to maintain your 
investment position on a sound basis. 


There is no service in its field more devoted to your interests .. . 
better adapted to today’s rapidly changing conditions . . . than The 
Forecast. It is a source of counsel to which you can turn continuously 
. . . for your protection and benefit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to January 1st. Mail the coupon be- 
low... today. 

















What <a Say 


Dr. I. E. K. of Jersey City, N. J. 
“You have served me satisfactorily since 
February 1944. My brothers in Newark, 
N. J. and Reading, Pa., are also subscribers. 


Mr. B. M. of San Bernardino, Cal. 
“The Forecast impresses me with its sound- 
ness . . . its businessman’s approach to in- 
vestment.” 


Miss E. W. of Xenia, Ohio 
“I have enjoyed your service and prospered 
by it.” 


Mr. C. C. G. of Oakland, Cal. 


“I am very grateful to you for your excel- 
lent advice.” 


Mr. C. W. S. of Puyallup, Wash. 


“Am well pleased with your investment 
service.” 


Mrs. M. Q. B. of Beverly Hills, Cal. 
“I am really very pleased with your won- 
derful Forecast and should have had it long 
ago.” 


Mr. L. K. S. of Los Angeles, Cal. 


“Have been a subscriber to your service for 
some t'me and feel your opinions are very 
sound.” 


Mr. J. W. of Fort Dodge, Iowa 


“I have been pleased and satisfied with the 
Forecast over a period of years and will 
continue to be a subscriber.” 


Mrs. M. I. R. of Weymouth, Mass. 


“The Forecast and your personal advices 
have been a wonderful help to me. I have 
made a nice profit.” 


Mr. W. S. B. of Hartford, Conn. 


“May I express my sincere appreciation of 
the results obtained from the service ren- 
dered to me during my subscription. It has 
more than paid for itself. I feel that the 
type of supervision given by you will be of 
untold benefit in the year to come inasmuch 
as you seem almost psychic in your predic- 








tions.” 
- —— ee ee | FREE SERVICE TO JANUARY |, 1947 t ——— Se wie 
' 11-23 j 
f THE INVESTMENT AND BUSINESS FORECAST ; 
I of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ! 
I I enclose () $50 for 6 months’ subscription; [] $75 for a year’s subscription. ; S e f —O / 
I (Service to start at once but date from January 1, 1947) P ecta ere 
1 SPECIAL MAIL SERVICE ON BULLETINS | 
| Air Mail: C $1.00 six months; 0 $2.00 Co Telegraph me collect in anticipation of MONTHS‘ 0 
| one year in U. S. and Canada. important market turning po:nts : ! SERVICE 
i 5 ee Delivery: () $3.50 six months; when to buy and when to sell. 1 
\ $7.00 one year. | MONTH s' 
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Your subscription shall not be assigned at List up to 12 of your securities for ome scriptions to The Forecast are 
l any time without your consent. initial analytical and advisory report. ! 
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deductible for tax purposes. 
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ance has been a very difficult mat- 
tr. And in this complex situa- 
tion quantity factors rather than 
those of values were the real de- 
terminants. 

With these points in mind, it 
is interesting to remember that 
while inventories of manufactur- 
ers alone reached a high point of 
$18.4 billion in August and are 
reported to have gained another 
$400 million in September, it by 
no means signified that the in- 
crease quantitatively has kept 
pace with the advance. As long 
as prices for finished goods re- 
main where they are or display 
an upward trend, stocks on hand 
of the manufacturers are more 
likely to expand still further be- 
fore reaching a ceiling, on a dol- 
lar basis. And in relation to cur- 
rent high level sales, such an in- 
crease would be fully warranted. 
At present, finished goods are be- 
ing immediately forwarded to 
customers, so that inventories in 
this sector are lower rather than 
higher, if judged by normal 
standards. Raw materials also 
are on hand in scarcer supply 
than in 1943. It is in the realm 
of work in process where inven- 
tories at present are out of de- 
sirable balance, due to unavoid- 
able bottlenecks discussed earlier 
in this article. Given a freer flow 
of parts and materials hereafter 
and freedom from labor troubles, 
output of more finished goods 
may rapidly free manufacturers 
from danger of overheavy inven- 
tory accumulations. With release 
from price controls, furthermore, 
large stocks of unfinished goods 
now marooned from the markets 
in the absence of profit potentials 
will be added to the outward flow 
from delivery floors. 

Among manufacturers of non- 
durables the ratio of inventories 
to sales exhibits a status not far 
from normal. Taken as a group, 
the value of shipments in this clas- 
sification amounted to some $6.4 
billion in August, while inven- 
tories were carried to the extent of 


$9.1 billion. This would show 


that shipments were being made 
at an exceptionally rapid rate: 
one which in less than two months’ 
time could theoretically clear all 
factory floors if necessary, provid- 
ed stocks were in perfect balance 
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and sales did not recede. Inven- 
tories of non-durables in the 
hands of manufacturers, however, 
are at peak levels and consumer 
resistance to some goods in this 
field, notably lower, grade cotton 
fabrics, has begun to become ex- 
pressive. On the other hand, the 
near approach of a holiday spend- 
spree may preclude any chance of 
a serious setback in sales before 
the year end, or perhaps in the 
spring of 1947. Managements in 
the textile field will be alert hence- 
forth to shift a sizable portion of 
output into better quality goods, 
items for which consumers previ- 
ously have hunted in vain. Re- 
placements of raw cotton, also, 
can now be made at lower price 
levels. As for processed foods and 
meats, turnover at present, and 
characteristically, is so rapid that 
dangers of too large inventories 
are decidedly minimized. 

When it comes to scanning the 
current inventories of distribu- 
tors, it seems apparent that even 
at present high levels dollarwise, 
they are still inadequate to meet 
sumer demand. That _ they 
have climbed during 1946 has 
been a natural expectancy, if only 
because of the steady upward 
trend in retail prices and the avail- 
ability of an increasing number 
of durables. Despite the record- 
breaking sales reported by de- 
partments stores and mail order 
houses, higher prices have ac- 
counted for most of the volume 
gains which look so encouraging 
when expressed in terms of per- 
centage. Fact is that turnover 
for the retailers has been extraor- 
dinary, with an affluent public 
clamoring for long absent goods 
of every description. Regardless, 
also, that trade inventories in 
July had risen to about $12 bil- 
lion in value, this figure was still 
some half a billion less than in the 
spring of 1942. Measured by 
quantity,-stocks of goods on hand 
would be far below normal in com- 
parison with four years ago, while 
in relation to sales the disparity 
would be even more strongly 
marked. 

Added confidence to the distrib- 
utor’s inventory situation comes 
from the highly scientific devel- 
opment of merchandising during 
past years. Trained experts in 

















OUTSTANDING 


35 stocks 
Just Rated “ Buy” 


NITED SERVICE has just 

issued new “BUY” advices 
on a diversified list of 35 stocks 
selected as most attractive for cur- 
rent purchase from the 129 issues 
on UNITED’s Supervised List. 

Be prepared to take advantage 
of opportunities now offered in the 
Stock Market by receiving this 
list, which includes: 

14 stocks for profit 

9 quality income stocks 
6 high grade growth stocks 
6 undervalued preferreds 


This Report also lists attractive bonds 
with yields up to 8%, with interesting 
appreciation possibilities. 


For an introductory copy of this 
Report without obligation— 


Send for Bulletin MW-60 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 








all the large stores and mail or- 
der houses keep a steady hand on 
the pulse of public purchasing 
power as well as on the more im- 
portantly fluctuating willingness 
to buy. Rigid policies to reduce 
inventories at the year end to 
lowest possible levels, even if sales 
suffer through deferment of re- 
place orders for delivery in De- 
cember, have become an excellent 
check upon the enthusiasm of de- 
partment buyers during the holi- 
days. First in the entire economic 
field to detect sudden shifts by 
the public to resist prices or dis- 
criminate as to quality are these 
trained watchmen employed by 
the retailers. From long experi- 
ence they have learned to move 
rapidly in slowing up or cancel- 
ling orders from producers, thus 
intensifying inventory risks at the 
manufacturing level. 

Broadly viewed, the all-around 
inventory position at the mo- 
ment appears entirely healthy. 
Moreover, most strong manu- 
facturers and distributors have 
fortified themselves as _ never 
before against the much dis- 
cussed possible business recession 
next year. That is to say, con- 
cerns like Montgomery Ward & 
Co., R. H. Macy & Co., to cite 
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ELECTRIC BOAT COMPANY 
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NEW YORK, N. Y. 


33 PINE STREET 
The Board of Directors has this 


day declared a dividend of 
twenty-five cents per share on 
the Common Stock of the Com- 
pany, payable December 10, 1946, 
to stockholders of record at the 
close of business November 26, 
1946. 

Checks will be mailed by Bank- 
ers Trust Co., 16 Wall St., New 
York 15, N. Y.,. Transfer Agent. 

H. G. SMITH, Treasurer 
November 14, 1946 








only two out of innumerable cases, 
are piling up sizable cash reserves 
from earnings as an offset to fu- 
ture potential inventory losses. 
Others such as Sears Roebuck & 


Co., with over $50 millions of un- 
used contigency reserves still on 
the books, are equally forehanded. 
Now that prices for many «raw 
materials have begun to soar, in 
due time to find reflection in high- 
er inventory values even down to 
the retail level, it is natural to 
foresee that the general uptrend 
in inventory carries will continue 
apace. 





As I See It! 





(Continued from page 177) 


been according the Russians de- 
spite their existing incompatibil- 
ity with Mr. Bevin and the crit- 
ical press accorded the United 
States, although this foolish pro- 
paganda is merely designed to 
gain price and trade advantages 
for the British Empire. 





In every case, as in Britaiy, 
the Reds continue to profit frop 
the errors in judgment made }y 
their opponents. 
























Happening in Washington 





(Continued from page 188) 


stituencies, or retire. But th 
GOP leadership recognizes the 
potential labor strength, ap- 
preciates part of its success was 
due to the fact that the union 
stayed away from this year’s ele. 
tion. There will be continuoy 
plea from the party’s topside ti 
“go slowly.” James Carey, secre. 
tary and spokesman for CIO ha 
told his following not to fear the 
Republicans in the next congres. 
It’s not the same party it wa 
10 years ago, he reassures. 























One-Hundredth 
Consecutive Quarterly Dividend 


A quarterly dividend of 40 cents and a 
year-end dividend of 10 cents per share 
will be paid December 10, 1946 to stock- 
holders of record November 22, 1946. 


COLUMBIAN CARBON COMPANY 


41 East 42nd Street 
New York City 
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Every Investor with $20,000 or More 


—needs this personal counsel for the coming year 
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FAVORABLE new era for private enterprise 
and the investor has started! 


A 


Republican control of the House and 
hasten the clearing away of war-born 
shortages, worker unrest, unbalanced 
finances and taxes. 


Senate will 
regulations, 
government 
§ 


True, many serious problems must be solved and 
vital changes are ahead for every company in which 
your capital is invested, But, then, we shall enter a 
period of great prosperity for well managed and 
situated corporations able to meet new keenly com- 
petitive clashes. 

In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


What to Hold, Buy or Sell Today 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorow’s outlook. 

Specific counsel is offered on each issue you own. 
Any unfavorable securities are indicated with reasons 
for selling. Current recommendations are given for 
strong substitutions. If part or all of your account 
should be held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive. 
Working closely with the Directing Board, he takes 
the initiative in advising you as to the position of 
your holdings. It is never necessary for you to con- 
sult us. 

At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation to exchange offers, 
refundings, stock split-ups, stock dividends and other 
developments. 

When changes are recommended, precise instructions 
as to why to sell or buy are given, together with 
counsel as to the prices at which to act. Alert advice 
by first class mail, air mail or telegraph, relieves you 
of any doubt concerning your investments. 


Year-End Tax Help and Consultation 


You can consult us on any special investment prob- 
lems you face. You will receive prompt help to 
minimize your tax liability. Our fee is allowed as a 
deduction for tax puposes, considerably reducing the 
net cost to you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the 
Outlook for business, price controls, foreign news, 
Washington developments and the latest figures on 
our market indexes. This merely supplements our 
personal supervision of your individual investments 

giving the background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and 
prospered by earning the renewals of its clients 
through results obtained. Throughout the year we 
keep a record of each transaction as you follow our 
recommendations. At the end of your annual enroll- 
ment you receive your audit of your account showing 
just how much profit and income you received. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the 
size of the account. For portfolios below $40,000 
value, our minimum yearly fee of $300 applies. For 
accounts of more than $40,000 our charge is figured 
at 34 of 1% of the value of stocks and cash held, 
plus 14 of 1% of the value of your bonds. There 
is no charge for Government bonds. One sum, paid 
in advance, covers complete supervision—we do not 
ask any percentage of profits produced: for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months 
should prove highly productive for you. With your 
check, send us a complete list of your securities, indi- 
cating amounts and buying prices. Also, state your 
personal objectives and needs so our counsel can be 
of utmost immediate benefit to you. 




















INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 BROAD STREET 





NEW YORK 4, N. Y. 





SCHENTEY 


RESERVE 


BRINGING SUNNY MORNING FLAVOR FOR YOUR THANKSGIVI 


Clear the way for pleasure when you celebrate Thanksgiv 
with Schenley Reserve! You'll find a plus .. . an extra meas 
of enjoyment in its Sunny Morning flavor. Every rich, mel 


sip will tell you why Schenley Reserve is America’s favo 


| PRE-WAR | 5 
{QUALITY 


RESERVE 


BLENDED WHISKEY 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1946, SCHENLEY DISTILLERS CORP., N 








